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CZECHOSLOVAKIA 


NEW PHASE IN CZECHOSLOVAK ECONOMIC DEVELOPMENT TRACED 


Budapest VALOSAG in Hungarian No 3, Mar 83 pp 21-29 


{Article by Maria Babosik and Laszlo Csaba: “New Phase in the Development of 
the Czechoslovak Economy”) 


[Text] Continuity and caution were the basic principle of Czechoslovak economic 
policy in the 1970's. On the whole, Czechoslovakia refrained from the innova- 
tions that characterized the economic policies of the other CEMA countries. Thus 
the large-scale import of technology was absent that was one of the cornerstones 
of economic policy in the GDR, Poland and the Soviet Union. There was no forced 
rise in the rate of economic growth--at the cost of an unprecedented rise in the 
rate of domestic accumulation--that may be regarded as a characteristic of Roma- 
nian economic development in its 1972-1978 phase. Nor was there the preferen- 
tial treatment of agriculture, and within it of small-scale farming, that was 
one of the characteristics of Hungarian economic policy throughout most of that 
decade. The measures concerning economic management likewise lacked the willing- 
ness to experiment that was characteristic of several other CEMA countries: 
Czechoslovakia did not integrate industrial plants and farms into such large- 
scale organizations as in Bulgaria; in relation to small and private plants, it 
did not pursue such a varying policy as the GDR did in the 1972-1976 and the 
1977-1981 periods; it did not experiment with such partial reforms, affecting 
only a part of the economy, as in Poland in 1973-1975; and at the same time, 
partially as a reaction to the events of 1968-1969, it did not take any steps re- 
miniscent of Hungary's comprehensive reform of the economic mechanism or leading 
in that direction. The economic mechanism's development was determined to a 
large extent by the logic of the system of plan breakdowns and planning direc- 
tives, and the many interesting partial measures and changes in regulation and 
organization throughout the entire decade of the 1970's served to strengthen and 
rationalize this system of a command-directed planned economy. 


How did this policy of stability function and what results did it produce in the 
decade when changes of fundamental importance, which may be regarded as the be- 
ginning of a new era in the world economy, occurred in the external conditions 

of economic development? How does Czechoslovakia intend to adjust to the 

“colder winds” of the world economy? In the following, on the basis of Czecho- 
Slovak sources, we will attempt to review this new phase in the development of 
the Czechoslovak economy, a phase that--similarly as in the other CEMA countries-- 
evolved not only and not primarily because the capitalist external economic con- 
ditions worsened, although the change of the external economic conditions is un- 
questionably an essential component of this new phase of development. The most 

















important among the other components appear to be the significant slowdown of 
the rate of economic growth, changes in the production structures of industry 
and agriculture and in the related priorities of economic policy, and finally 
the modifications in various areas of the economic mechanism. These other com- 
ponents, too, will be reviewed, but without any claim to completeness. 


“New Phase Evolves 


In seeking the causes of the country's present economic situation, the economic 
policy in the second half of the 1970's and the results of the economy's de- 
velopment are viewed with growing criticism in Czechoslovakia. According to 

the standpoint of the 16th CPCZ Congress held in 1981, Czechoslovakia failed 

to achieve a decisive change in the development of quality and especially of 
effectiveness in 1976-1981, despite certain favorable results. Analyses point 
out that extensive characteristics remained the dominant in the development of 
the Czechoslovak economy during the 1970's, in spite of the requirements formu- 
lated by the 14th CPCZ Congress in 1971, and by the 15th CPCZ Congress in 1976. 
This is evident, among other things, also from the fact that the rate of eco- 
nomic growth--average by international comparisons--was achieved at an invest- 
ment rate of 31 percent and an employment rate of 90 percent; both figures are 
among the highest in the world. The macroeconomic indicator that showed the 
highest growth in the 1970's was productive consumption: in 1970-1979 its value 
increased by 77 percent, while the social product rose by 68.7 percent and the 
growth of national income was 56.9 percent. The extensive nature of Czechoslo- 
vak economic development is evident in the very high energy-intensity of growth. 
Despite the objectives of economic policy, the energy-intensity of growth con- 
tinued to rise: in 1980 Czechoslovakia was consuming already four times as much 
primary sources of energy as in 1948, and the ratio of growth to energy consump- 


tion developed as follows: 


Table 1. Interrelations of National Income and Energy Consumption (Average 
Annual Growth, Percent) 


1961- 1966- 1971- 1976- 

1965 1970 1975 1980 
National income, average annual growth 2.0 6.9 5.7 3.7 
Energy consumption 4.7 2.9 2.8 2.7 
Energy-elasticity of growth 2.35 0.36 0.49 0.73 


Czechoslovak authors attribute the causes of this unfavorable development to 
three factors. First, within Czechoslovakia's fuel and power balance the pro- 
portion of solid fuel with a low calorific value (primarily of low-grade brown 
coal) was high and rose through 1980. Secondly, the weight of metallurgy and 
heavy industry within the economy was hig! electronics was lagging, primary 
processing (petrochemistry in particular) was excessive within the chemical in- 
dustry and the proportion of fine chemicals, which incorporate considerable in- 
tellectual effort, was low. Thirdly, economic regulation in the 1970's employed 
predominantly mandatory economic indicators of the gross type, which encouraged 
the enterprises and associations to produce material- and energy-intensive prod- 


ucts. 


The extensive nature of growth is reflected also in that the capital available 
per worker continued to rise in industry essentially at an unchanged rate 











luring the 1979's, while the growth rate of industrial production slowed down. 
The availability of capital (the value of productive capital per worker) rose 
it an average annua! rate of 7 percent in 1971-1975, but in 1976-1980 this rate 
iropped to 4.4 percent a year. This is not surprising because an ever-iarger 
Share of investment in industry is earmarked for the development of brown coal 
mining, the effectiveness of which is far below the average for the national 
economy. In 1982, for example, the fuel and power industry's share of new in- 
vestments was already 50 percent. 


The slowdown of national income's growth rate began already in 1977. After 6.3 
percent in 1976, it was 4.2 percent in 1977 and 4.1 percent in 1978. In 1973 

the growth rate slowed down further, to 3 percent, which was duplicated in 1980. 
But in 1981, mostly as a result of the bad harvest, growth virtually disappeared, 
amounting to merely 0.2 percent. This trend asserted itself also in 1982, since 
the 1982 plan itself was able to target a growth rate of only 0.5 percent be- 
“ause, among other things, deliveries of sources of energy from other CEMA coun- 


tries were 17 percent below the mutually reconciled level. 


How should this slowdown of growth be evaluated? Some Western authors interpret 
this as a crisis. According to their “translation” of the officia] data on plan 
fulfillment under the 6th Five-Year Plan in 1976~1980, this plan was fulfilled 

78 percent in industry, 71 percent in construction, and 57 percent in agricul- 
ture. The fact that certain socialist authors also regard the maintenance of a 
high rate of economic growth unquestionably desirable, and even as an inalienable 
characteristic of socialism, might provide some grounds for such an assessment. 
In fact, however, one should be leery of perfunctorily applying a requirement and 
an approach that belong in the mentality of the previous period. (In an earlier 
article, we attempted to demonstrate the opposite relationship: specifically 

the maintaining of growth unchanged in 1973-1978 was one of the principal fac- 
tors of the small CEMA countries’ late adjustment to the world economy.) As 
Leopold Ler, Czechoslovakia's finance minister, had pointed out years earlier, 
the five-year plan cannot be regarded as an instrument for setting, and controll- 
ing the fulfillment of, tasks that remain unalterable throughout the five-year 
period, because this would not be in accord with the realities of today's chang- 
ing world. Realizing this, Czechoslovakia--unlike in the 1971-1975 period--did 
not strive to fulfill the tasks of the 6th Five-Year Plan at all cost. Taking 
into consideration the second oil price shock and the recession it caused, the 
increasingly difficult conditions of obtaining raw materials within CEMA, and 
also the fact that engineering, which was to have been the principal exporting 
branch, had been unable to fulfill its export plans and improve its competitive- 
ness for several years in succession, the Czechoslovak leadership decided in fa- 
vor of slowing economic growth as warranted by the foreign markets’ conditions 
and marketing opportunities, and of reordering the structural priorities. Two 
factors also played a role in this decision. One was the experience of the pre- 
ceding five-year plan, which could be fulfilled at the cost of overspending equi- 
valent to a whole year's investment allotment. The other factor was the realiza- 
tion that since investment's share of national income had reached 31 percent al- 
ready in 1975, overspending on this scale would have been feasible only at the 
expense of the living standard, or of a substantial deficit in the balance of 
payments with capitalist countries, like the one that actually did occur in Hun- 
gary in 1978. Since Czechoslovakia wanted to avoid this by any means, it was 
decided to curb investment instead. Very circumspectly, only 89 percent was 














spent of the amount planned for investment in 1976-1980. The increase in in- 
vestment was still 5.7 percent in 1977, but only 1.8 percent in 1979 and 1.2 
percent in 1980. But in 1981 investment already dropped by 1.9 percent, and 
the 1962 plan contained a similar reduction, which was a drop of 3.3 percent 
over 1980. (The 1983 plan calls for a further reduction of 1.5 percent.) 


Among the traditional “real economic” factors, investment is declining; accord- 
ing to the target of the 1981-1985 plan, energy consumption should likewise de- 
cline by at least 2 percent a year; besides a special state target program, 
also the limited CEMA and domestic supply makes a further rise in the consump- 
tion of materials impossible; moreover, accession to the work force during the 
five years will be merely 70,000 to 80,000 workers. Therefore it is obvious 
that the path of economic development of the 1970's cannot be continued. Pre- 
mier Strougal pointed out that a rapid improvement of the economy's effective- 
ness would be indispensable to accelerate the rate of economic growth as of 
1983. The guidelines of the 1983 plan prescribe the acceleration of growth, and 
a 2-percent rise in national income and a 3-percent rise in industrial produc- 
tion are being planned. Since the five-year plan adopted in December 1981 calls 
for a rise of 2 to 2.6 percent in national income, and growth rates of only 0.2 
and 0.5 percent were achieved respectively in 1981 and 1982, an annual growth 
rate of about 4 percent would be necessary between 1982 and 1985 to achieve by 
1985 the development targeted in the medium-range plan. But as Lubomir Strougal 
pointed out on several occasions, including his cited speech, this would presup- 
pose a real turnaround in effectiveness as compared with the growth rates of the 
Czechoslovak economy during the past decade. This turnaround can be achieved 
only through changes in the structure of the economy and in the system of eco- 
nomic management. In the following, therefore, we will review the measures that 


were introduced in these areas. 
External Economic and Structural Changes 


In its assessment of the 1976-1980 period, the draft of the present five-year 
plan followed the open and frank tone of the 18th session of the CPCZ Central 
Committee, in October 1980. “Manufacturing did not adjust adequately its pro- 
duction structure and product quality to the requirements of the national econ- 
omy and of the population, engineering was unable to suitably adapt to the world 
market's difficult conditions and did not fulfill its export target, ... we 
are importing grain at relatively high cost and in excess of the plan in order 
to ensure the high level of meat consumption.” Engineering's shortfall in ex- 
port was attributed to the unsatisfactory rate of technological and product de- 


velopment. 





These findings are reflected with particular sharpness in Czechoslovakia's trade 
with the West. The proportion of finished products within Czechoslovakia's ex- 
port to the developed capitalist countries dropped from 60 percent in 1975 to 

66 percent in 1980. While the country's total export to the West increased by 

79 percent, the export of machinery rose by only 37 percent. Thus the proportion 
of machinery within Czechoslovakia's export to capitalist countries dropped from 
17.2 percent in 1975 to 12.5 percent in 1980. 


"Practice has proved that the world is not going to adjust to us; it is we who 
must quickly and effectively meet the world's requirements," concluded staff 
members of the CPCZ Central Committee in one of their articles emphasizing the 











urgent need for export-oriented development. They pointed out that Czechoslo- 
vakia’s share of world trade dropped from 1.5 percent in 1965 to merely 0.8 per- 
cent in 1980. In the same manner, Czechoslovakia's share of CEMA trade dropped 
from 13 percent in 1965 to 9 percent in 1980. 


Czechoslovak industrial policy in the 1970's was characterized by the tradition- 
ally inward-turning tendency of import substitution. Czechoslovakia's relative- 
ly modest participation in the international division of labor is evident ‘from 
the following table. 











Table 2. Development of the Volume of Foreign Trade in 1960-1980 (1960 = 100) 
1965 1970 1975 1980 
World 145.5 247.4 694.4 1605.6 
Czechoslovakia 139.4 196.4 433.7 773.6 
Belgium 168.6 306.1 759.9 1690.5 
Finland 144.4 233.3 555.5 1430.3 
France 148.2 263.2 773.2 1619.4 
Netherlands 158.5 292.1 871.0 1833.0 
Austria 168.6 306.1 759.9 1690.5 


From the above data Czechoslovak analysts conclude that one cause, among others, 
of the Czechoslovak economy's low effectiveness is that “Czechoslovakia is not 
utilizing adequately the opportunities to save social labor that international 
trade offers, world advances in science and technology are not being employed 
suitably in economic development, the quality of the reproduction base is in- 
adequate and, as a result, the production base is not sufficiently modern.” 


It is likewise a known fact that the proportion of cooperational deliveries 
within export to the developed capitalist countries is merely 1 percent, which 
indicates that relatively little use is being made of the modern forms of co- 
operation between enterprises and of the inherent possibilities of technolcegy 
transfers. The 7th Five-Year Plan regards an increase in the purchasing of 
licenses desirable, but national experience indicates that in this form it is 
relatively less feasible to acquire advanced technology, without the importa- 
tion of considerable operating capital and without joint ownership. 


The external economy played a role 4lso from the import side in the structural 
changes of the early 1980's. Sinc also the third wave of parallel industrial- 
ization had matured in the sociaJist countries, Czechoslovak machinery export 
was less able to fulfill its “medium of exchange” function also in trade within 
CEMA: Czechoslovakia's net export of machinery could be spent less and less on 
imports of raw materials and fuels. This also meant that it became increasingly 
difficult to procure the raw materials necessary for growth in the few industries, 
such as ferrous metallurgy and the petrochemical industry, that had fueled eco- 
nomic growth in the 1970's. Therefore the 7th Five-Year Plan anticipated curb- 
ing the growth of the energy- and material-intensive sectors. Besides engineer- 
ing's inadequate export performance, often criticized even before the highest 
party forums, the decline of Soviet petroleum export is mentioned as one of the 
principal difficulties in planning foreign trade. Namely this decline directiy 
affects the possibilities of exporting petrochemicals, an important item in 
Czechoslovak export to the developed capitalist countries. 











If there are difficulties in the export of the mentioned two spheres, then ob- 
viously one of the key objectives of Czechoslovak economic policy, the mainte- 
nance of the level of indebtedness to capitalist countries (while import stag- 
nates and export expands by 40 percent), can be achieved only if the dropout 

in export is offset by expanding the export of other sectors, primarily of 
agriculture and light industry. (Expansion of the export of energy sources 
does not appear to be a realistic possibility in the present tight supply situ- 
ation.) And this could raise more acutely than in the past the problem of the 
domestic market's equilibrium. 


Electronics, the production of equipment for nuclear power plants, and the phar- 
maceutical industry have been given preferential treatment primarily for the 
purpose of import substitution, to reduce Czechoslovakia's dependence on the 
capitalist market. Although electronics is intended to have also considerable 
capitalist export tasks, the world market in this field is characterized by 
fierce and intensifying competition in which the price and technical-development 
competition with overseas competitors poses a great challenge. The production 
of equipment for nuclear power plants ‘1 1981-1985 is regarded as a fundamental 
and difficult structural change within Czechoslovak engineering that is limiting 
also the developmental possibilities of other engineering sectors. At the same 
time, slower growth is expected in this area than had been envisaged earlier. 
Whereas in 1976-1980 Czechoslovakia built nuclear power plants with a combined 
total generating capacity of 3600 MW, the capacity installed in 1981-1985 will 
be 3960 MW, a total increase of only 10 percent in 5 years. Since growth of the 
CEMA countries’ energy demand will probably slow down over the next decade--also 
in conjunction with their slower economic growth--the prospects of export to 
other socialist countries will likewise be more moderate than had been planned 
earlier. However, the role of nuclear power plants will unquestionably increase 
during the 1980's in Czechoslovakia's domestic energy production. This follows 
also from the fact that in 1981-1985, according to the plans, the 20-year process 
will end in which the proportion of Czechoslovakia’s own sources of energy drop- 
ped from 88.1 percent in 1960 to 60.6 percent in 1980 (hence the proportion of 
import increased from 10.9 to 39.4 percent), and by 1985 the proportion of own 
sources of energy will again rise, from 60 to 63 percent, and the proportion of 
import will decline from 39.4 to 37 percent. Since the output of brown coal is 
already approaching its upper limit, it is understandable that Czechoslovakia 
wants tc generate in nuclear power plants 80 percent of the increase in the de- 


mand for electric power. 


The structural changes taking place in agriculture likewise are responding to 
external economic effects. A surprising dimension of Czechoslovak import from 
the West is that while the import volume increased by only 60 percent in 1976- 
1980 (as compared with 92 percent during the preceding five-year period), within 
this imports of finished products increased by 45 percent and imports of raw ma- 
terials were 59 percent higher, but food imports increased by 139 percent, de- 
spite the fact that Czechoslovakia had been trying since 1974 to achieve a zero 
balance in its foreign trade in agricultural products. About 8.0 million tons 
of grain had to be imported in 1976-1980. The efforts to achieve agricultural 
self-sufficiency have intensified since 1981 also for this reason. In this con- 
text attention is called in Czechoslovakia to two interrelations. First, the 
imported feed is needed mostly for hogs and poultry, and therefore hog and poul- 
try production is being curtailed in favor of cattle. According to the report 
on plan fulfillment in 1981, in response to central measures the hog populstion 














had already been reduced by 591,000 head, and at the sam: time the cattle popu- 
lation had been increased by 102,000 head. The second interrelation warns a- 
gainst the previous one-sided forcing of large-scale livestock production. As 
Milos Jakes, secretary of the Central Committee, pointed out, at the higher en- 
ergy costs under the new situation in the world economy “large-scale livestock 
production involves severalfold and incommensurate cost increases, particularly 
of the energy costs, due primarily to the increased demands for transportation.” 
The 4th plenary session of the CPCZ Central Committee adopted a standpoint in 
favor of supporting small farms, household plots, and associations of amateur 
gardeners. Sensing the difficulty of implementing this resolution, Frantisek 
Pitra, the Central Committee secretary who presented the proposal for this re- 
solution at the mentioned plenary session, noted that “the views calling for the 
abolition of household plots must be opposed” and “the excessive merging of agri- 
cultural enterprises is not permissible even in the case of experimental farms.” 


Modifications of Economic Mechanism 


The view in Czechoslovakia today regarding the general state of the economic 
mechanism is that in the 1470's they lagged behind the other CEMA countries in 
perfecting their economic mechanism, and that this lag can be attriouted mostly 
to the effects of the events in 1968-1969. This manifests itself also in the 

fact that although many of the measures introduced by directive in the late 1960's 
had been intended to serve only as temporary measures, in the end the ad hoc solu- 
tions were institutionalized and became permanent and even determining character- 
istics of the economic mechanism. The introduction in 1978 of the so-called 
Comprehensive Experiment in Efficiency and Quality Management was the first 
change about which the Czechoslovaks themselves felt that “this is not a partial 
measure, but a set of about 50 measures that affect the entire economic mechan- 
ism." This system of management was introduced initially at 12 economic produc- 
tion units and subsequently was extended to the entire economy as of 1 January 


1981. 


The Set of Measures for Improving the Planned Management System comprises two 
main parts: a policy chapter, and a practical chapter. The policy chapter re- 
flects an approach that is different from the preceding one and can be summed up 
with the following key words: flexibility, adaptability, local initiative, lo- 
cal independence, and the strengthening of money relations. The idea was formu- 
lated, explicitly and also as a matter of policy, that in today's changing worl 
the five-year plan cannot be regarded as a storehouse of unalterable tasks; in- 
stead, in the interest of implementing the policy outlinedip, the five-year plan, 
the f.deral government may modify the annual plans, even during the year. As 

we have seen, this did happen in 1981 and also in 1982. In June of 1982, for ex- 
ample, the revision of agriculture's medium-range plan was placed on the agenda. 


A basic idea of the Set of Measures was that economic incentives should be linked 
not to the fulfillment of annual or even shorter planned tasks, but to the cen- 
tral tasks of the medium-range plan. These incentives would be transmitted to 
the economic production units through regulators that would remain stable for five 
years, and in the case of overfulfillment the state budget would not skim off the 
additional profit. Long-term stable contractual relations would develop among 
the economic production units. The indicator of gross output was replaced by 

the value added indicator, i.e., the value of the goods produced less the costs 
of materials and supplies. A new feature of the wage system was that the center 
would no longer guarantee regular increases of even the basic wages: wages--in 











principle--were the residual value, because the economic production unit could 
form the wage fund only after the transfers of revenue to the stage budget and 
the allotments to the various funds of the economic production unit and of the 
enterprise, and the proportion of variable wages not guaranteed by the state 
could amount to as much as 20 percent of wages. The role of khozraschet at the 
brigade level is to be increased in both industry and agriculture. At the l6éth 
CPCZ Congress also the idea was formulated that planning could not be limited 
to directives or to the specifically targeted breakdown of the plan's tasks. 


Some analysts interpret the above changes in the management system to mean that 
an economic mechanism has finally been created that combines the Soviet and the 
Hungarian economic management solutions, and not always without contradictions. 
Others regard the broajening of enterprise independence as the most essential 
change. However, it is evident already from the above brief outline of the Set 
of Measures that both views are debatable. As Ladislav Matejka, the state sec- 
retary in charge of operations at the Government Committee on *he Problems of 
Perfecting the Planned Management of the Economy, said, “Not only in terms of 
their content and principal directions, but also in some of their partial solu- 
tions, the measures agree in many respects with the chances introduced in the 
Soviet Union in July of 1979." As evident from this authoritative source, in 
the 1981-1985 period 120 of the material balances will be prepared centrally 
and 230 by the economic production units within their own competence, and these 
material balances cover half of industrial production. The number of centrally 
approved material balances is higher than in 1976-1980. Since 1981, enterprise 
independence has been limited rather than broadened: the regulations on enter- 
prise taxes that specify the Set of Measures clearly increa:e the economic pro- 
duction units’ role and reduce the role of the enterprises. This is reflected, 
among other things, also in the changed sequence of forming the enterprise 
funds: since 1981, the enterprises must first transfer payments to the economic 
production unit, then the unit's funds are formed, and only the remainder may be 
allotted to the enterprises’ own funds. And the economic production unit is 
authorized to extensively regroup the resources of the enterprises’ funds, for 
various objectives of its own. These specific regulations reflect the Soviet 
and the GDR planning approach, according to which the subject of economic activ- 
ity is not the enterprise but the intermediate managing organ. 


Since the practical introduction of the Set of Measures, there is a noticeable 
increase of operational interventions by the managing organs. Milan Simonovic, 
a Slovak chief justice, noted that, in the course of such interventions, the 
superior organs regularly set subsequent tasks that they classify as tasks of 
primary importance. Another critic comments that it is standard practice for 
60 percent of the economic organizations to be requesting even in August the 
modification of their annual plan. Theoretical economists conclude from all 
this that it would be expedient to broaden the independence of the economic pro- 
duction units, parallel with reinforcing the operational and directive nature of 
management. This practice hardly permits main objectives of the plan that are 
stable for five years, and stable normatives linked to these objectives. Natural- 
ly this situation stems also from the fact that the 1981-1985 plan was still be- 
ing drafted in the second quarter of 1982, and therefore economic regulation 
could be tied only to the implementation or annual plan, not only in 1981 but 

in 1982 as well, and for 1983-1985 it became necessary--as we have seen--to re- 
vise agriculture's five-year plan itself. In other words, certain basic condi- 
tions were actually lacking for the elaboration of normatives that could have 
remained stable throughout the five-year period. 














Premier Strougal characterized the Set of Measures as a “modest beginning” that 
nad to be supplemented by further organizational and personnel measures. But 
progress so far has been slow, and this has understandably raised the question 
a5 to whether the problem is primarily or exclusively what every official Czecho- 
lovak standpoint mentions: namely that the new management approach is spreading 
too slowly, and the cadres who function according to their ingrained habits are 
not employing the otherwise sound but difficult tasks, either for the sake of 
their own convenience or because they are giving preference to local interests. 
In other words, is the main problem the inadequate implementation of sound prin- 
ciples (something familiar also in Hungarian practice), or does the Set of Mea- 
sures itself fail to answer essential questions, are the instruments for imple- 
mentation inadequate, and therefore is the adopted document unable to signifi- 
cantly change the accustomed old routine of economic management that was so sharp- 
ly criticized by the CPCZ leadership even at the latest party congress? 


The CPCZ leadership subscribes to this latter, more comprehensive answer. In his 
speech assessing fulfillment of the government's program, Premier Strougal--be- 
sides criticizing inadequate implementation--also pointed out: “We are aware that 
in the management system we have not yet adopted measures that could effectively 
enhance the role of scientific and technological progress in the economy's in- 
tensification." Over and above the mechanism of innovation, also other mechanism 
elements have not been solved suitably in the Set of Measures. The document did 
not concern itself with agriculture and services: by a separate resolution, the 
hth respectively the 4th session of the CPCZ Central Committee “raised” these 
Spheres to the level of the Set of Measures. A flaw of the 1980 Set of Mea- 
sures, belying its name, is its failure to regulate (in other words, to signifi- 
cantly change) a sore spot of the Czechoslovak economy, its investment system. 

In June of 1982, the Presidium of the CPCZ Central Committee held a special ses- 
sion to discuss the tasks of the construction industry. The resolution adopted 
at this session points out that specifically the direction of investment policy 
and the application of quantitative indicators resulted in that investment has 
remained extensive. The number of unfinished construction projects did not drop 
in 1976-1980, the average construction time increased from 2.1 to 2.6 years, and 
in 1981 the average number of workers was 20 per construction project and only 
2.5 per structure, while the system of preferential projects ran wild; planning 
documentation involved too many levels and was too complicated, planning and 
construction were not coordinated properly, and the arising difficulties were 

not resolved smoothly. “The situation did not improve even in 1981," states the 
communique, which thus digs far deeper to uncover the causes than the Set of 


Measures did. 


Finally, the Set of Measures left unsolved the question of regulating prices and 
foreign trade, and the relations between these two spheres. The policy part of 
the Set of Measures speaks of a “need to establish a plan-conforming link" be- 
tween the world-market and the domestic prices. But it would be premature to 
conclude from this that there exists between the foreign and the domestic prices 
a direct Link similar to the one in Hungary, or that there are plans to estab- 
lish such a link. In the Czechoslovak economic press there already was a debate 
in 1982 on the decisive theoretical question as to whether the officially fixed 
producer prices should be based on the domestic average costs or on the actual 
import prices. On one side the idea was expressed that “if Czechoslovak consi- 
derations are to be the decisive in the valuation of the socially necessary ex- 
penditures of labor, we will not be able to achieve a basic change in increas- 
ing the efficiency of our economy," and also that world-market criteria must 

















be used in the valuation of not only export but of entire national labor as 
well. Even in late spring of 1982, however, official price-policymakers were 
of the opinion that although the principle of price stability cannot mean price 
constancy in practice, it is appropriate to arrest the rise of foreign-market 
prices in the phases of processing. A link must be established between the in- 
ternational and the domestic prices, but--and we quote--"naturally, in the ba- 
Sic solutions we must always bear in mind the logic of the domestic economic 
mechanism. This applies particularly to the prices of investments." 


In the autumn of 1982, then, the debate is still undecided. On the basis of 
what has been said, there appears to be food for thought in the summarizing 
evaluation by a group of Czechoslovak experts who contend that if the objective 
is to design a mechanism able to respond to the rapid technical development tak- 
ing place in the world, then the world market's value judgment must be taken 
into consideration--and even used as the basis--in perfecting the entire econom- 
ic Management system. “Some elements of this requirement are already included 
in the Set of Measures. At the time of its drafting, however, not all of the 
factors that are now exerting an influence were known, and the effects of some 
were not even anticipated. The entire economic management system must transmit 
the proper function of external economic relations. Consequently, the foreign- 
exchange incentive too must apply to the entire management system," the specific 
form of which, according to the quoted group of experts, is that not only must 
the profit expressed in foreign exchange be identical with the profit in korunas, 
but there must also be a direct link between the profit and the economic incen- 
tive funds. However, we wish to emphasize that this has been formulated merely 
aS a requirement, and this does not necessarily determine what practical steps 
will be taken in 1983-1985 to perfect economic management in Czechoslovakia. 
Since the resolution on perfecting the investment system deems it most import- 
ant that “in the interest of achieving a change, the governments must set spe- 
cific tasks that can be expressed quantitatively," this is in harmony with the 
official price-policy decision mentioned above. 


Modification of Economic Approach 


Perhaps even more important than the individual specific management measures is 
the change in approach that began with the Set of Measures. In the same manner 
as economic policy, through practical steps within the political and ideological 
framework determined by the philosophy of the command-directed economy, also eco- 
nomic management is striving to adjust to the new conditions of Czechoslovak eco- 
nomic development so that gradual modifications may enable it to meet the require- 
ments of the new and more difficult developmental phase. The gradual gains of 
the economic approach are perhaps the most noticeable in agriculture. Here, un- 
der the influence of the Central Committee's 4th plenary session, the often in- 
termittent farm mergers of the past period have been stopped unambiguously. 
Small-scale farmers, the association of amateur gardeners, and even the farms’ 
ancillary activities that were restricted in the 1970's, again have a role. The 
cooperative sector, too, has been “rehabilitated,” in agriculture as well as in 
industry and domestic trade. “Both forms of socialist ownership influence each 
other, borrowing from each other the advanced forms of organization, remunera- 
tion and management, in the interest of developing the productive forces... 
applying the principles of khozraschet and efficiency,” M. Jakes, the secretary 
of the Central Committee, made unmistakably clear, rejecting thereby the earlier 
views regarding the superiority of state ownership. The practice is condemned 
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of assigning the industr.al cooperatives production tasks, instead of tasks in 
services and trade. It has been clearly recognized that in services, in supply- 
ing the demand for small-series and custom-made production, and in producing 
flexibly and quickly items that are in short supply, the small industrial co- 
operatives have an advantage over the large state organizations. There is 
criticism of production decisions that disregard the foreign market's value 
judgment, of product development that knows nothing about marketing, and of 

the separate foreign-trade organizations that make this possible. It is point- 
ed out in Czechoslovakia that the extent to which the new economic approach de- 
termines practice will depend on how completely middle and lower managers adopt 
this approach. On this will depend how successfully Czechoslovakia completes 
the new phase of its economic development that evolved in the early 1980's. 
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f*snalyses and Reports feature article by Dr Manfred Melzer, political 
scientist, economist, in collaboration with Wolf, Steinbeck, statistician; 
both of the German Institute for Economic Research (DIW), West Berlin: 
"'roblems and Current Successes of the Housing Construction Program— 
Northern and Central Regions of the GDR" ] 


[Text] The large-scale housing construction program of the GDR, announced in 
1973, calls for new construction and/or reconditioning of 2.8 to 3 million 
units between 1976 and 19901 as a means of resolving this social problem.2 
Now that the first phase has been successfully concluded, it is time for a 
midterm review. This review will deal in particular with regional housing 
conditions today and with major differences among the various districts, if 
any. Following discussion of a number of fundamental issues, the present ana- 
lysis will concentrate on the northern and central regions of the GDR and 
subsequently on urban areas and the southwestern region. 


Nesults of 19f1 Census 


The preliminary result of the GDR census conducted in late 1981 caused some- 
thing of a sensation. Housing units stood at 6.6 million—which was 240,900 
units or 3.5 percent less than should have been available on the basis of 
projections contained in the 1978 interim census. An error of this magnitude 
is just as inconceivable in the 3-year projection as it would be in an offi- 
cia] census document. The new figures paint a somewhat absurd picture. The 
number of units would thus have increased by only 510,909 despite the fact 
that there was construction (including reconditioning) of 1.2 million units 
over the past ll-year span as compared to a net gain of 55%,000 units between 
1961 and 1971, a period during which a total of 550,000 units were either 
newly built or reconditioned.* This leads one to conclude that the most recent 
census made use of different statistical methods the character of which has 
as yet not been explained, 


We should recall, however, that the 1978 interim census already included 
174,000 units in a category labeled ‘lost units,' which referred to the 
merger of two or more units as well as attics and basezents not recorded in 
the statistics, Measured against the total, this is just about equal to the 
number recorded in the FRG (0.8 million units of a total almost four times 




















as large). For this very reason, it seems highly unlikely that the statisti- 
cal difference of 240,900 units might refer to that same category once more. 


[t appears more likely that these are units not available for residential 
use—such as apartments turned into medical or legal practices, sales space 
for craftsmen located in residential areas or stores used for social pur- 
poses which include some residential space as well as apartments simply not 
available the GDR citizens such as those being used by Soviet authorities and 
administrative offices or by foreign families. In the housing unit census of 
1971 and the official projections based on it, all apartments in residential 
buildings "regardless of use") were counted in contrast to the practice fol- 
lowed in 1961. This appears to have been changed once more. 


In order to make a complete comparison between the new census results and 

those dating from 1971, the data listed then would have to be corrected 
accordingly. But since this is not possible, the next best thing is to list the 
194 totals in two ways—including and excluding the units used for other 


purposes—in this present study. 


The present housing situation in the GDR is as follows. By the end of 1981 
there were just under 6.6 million housing units available to a housing popu- 
lation of 16.7 million inhabitants which equals to 393 units per 1,000 in- 
habitants. When units used for other purposes are included that last number 
increases to 407. The corresponding figure for the FRG at that time was 
417 where the total number of housing units came to 25.7 million.” But apart~ 
ments in the FRG are an average of one-third larger than in the GDR (81 square 
meters as against 58 square meters). Thus, space availability in the FRC is 
better than in the GDR—34 square meters per inhabitant as against 24 square 


meters), / 
Housing Construction: Plans, Goals, Output 


Because of the interlocking relationship between the construction industry 
and other sectors of the economy and because of its socio-political signifi- 
cance (in terms of family, health and housing policy) both the goals of hous- 
ing construction (such as new construction, remodeling, modernization and 
maintenance) as well as the means of implementing them are planned and direc- 
ted by the Council of Ministers and other central agencies—particularly by 
the ministry for construction industry. Once the council of ministers, the 
supreme governmental and administrative body of the GDR, has reached a deci- 
sion on medium-term housing construction goals affecting the economy as a 
whole, the state planning commission assigns the appropriate priority status 
to them by including them in the investment projections and regional plans 
and then turns them over to the district planning commissions for further 
study and refinement. These planning procedures are worked out in close co- 
operation with the buildings ministry which is charged with promoting the 
construction of housing developments for industrial centers to be further 
developed; with complying with production schedules; with solving problems 

in the supply of building materials and with assuming responsibility for 
social, architectural and city planning projects. In particular, there is a 
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need to sort out differences between desirable locations and local construc- 
tion capability and to have the aeceesary preliminaries (such as expansion 
of the supply network) taken care of. These are problems which regional 
authorities (such as district construction offices as well as Kreis and 
minicipal building offices) help to resolve. 


Particularly in the field of apartment construction collaboration between 
central and regional authorities is ‘\\\i* close. This is evidenced by the 
fact that centrally determined housim .. <truction plans and overall 5-year 
plan goals exist side-by-side with general construction plans worked out by 
the regional authorities. The idea is to achieve the most harmonious develop- 
ment possible of housing areas, industries and roads over the long term and 
to coordinate investment plans. 


Based on overall construction plans and land utilization studies, long-term 
apartment construction plans until 1990 have been worked out for the major 
cities of the GDR. The goals contained therein have been related to growth 
in population and the number of households, The relevant GDR study, which 
takes in 135 selected cities, comes to the interesting conclusion that the 
number of households will increase by 18 percent by 1990 (as against 1975) 
while the population will increase by merely 10 percent.? Taking existing 
regional discrepancies into consideration, this calls for a 27-percent 
growth in the number of housing units. In some cities, households—and thus 
the need for additional housing—ere expected to increase in the face of a 
drop in population. The sharp rise in the demand for housing is traceable 
both to mobility and the relative growth among age groups ready to form 
households of their own, 


The study points out that present planning goals Sr 1990 call for a decline 
from 89 percent (1975) to 51 percent (1990) in the number of people living 
in existing urban residential or mixed areas in which no new housing con- 
struction is envisaged, By 1990, 23 percent should be living in rezoned areas 
and another 26 percent in newly built-up areas./° But this would indicate 
that much of the new construction was planned for land that had not been 
built on before—in other words at the expense of farmland on the edge of 

the cities—while the deg.ee of inner city utilization would have declined 
because plans for corresponding renewal programs had not or had not vet been 
completed, This seems to be changing now in that the new architectural and 
city planning regulations state the following: "Over the next several years, 
urban construction will increasingly be characterized by an attempt...to 
limit spatial expansion of cities. This will be a major factor in preserving 
farmland and recreational areas and in utilizing construction plans more and 
nore for the purpose of enhancing the social and artistic quality of historic 
city centers," 


At present, in view of the need to congerve and to economize in general, it 
will probably be difficult to achieve a healthy balance between demand for 
housing and actual construction—particularly as concerns the inner cities, 
It is therefore hard to say how many of the goals enumerated in the study 
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have in fact been incorporated in the construction plans. But <s the appro- 
priate diagram shows, it seems that it is still only the major regional 
urban centers in the north and the center which are included.12 


Actual new construction and expansion figures for tl.2 1971-1981 time reriod 
indicate that just under 439 percent of all construction was concentrated in 
the north and central regions with East Berlin accounting for another nine 
percent. Most of the construction per 1,000 inhabitants took place—in addi- 
tion to East Berlin, which has long been given preferential treatment—in 
the districts of Rostock, Frankfurt, Cottbus and Neubrandenburg. Potsdam is 
in last places; but Potsdam aside, all the northern and central districts 


attained higher construction figures than the GDR average. 


As to the Kreises, Neubrandenburg, Schwedt, Frankfurt and Cottbus came out 
best—whereas Strasburg, Demmin and Neubrandenburg in the Neubrandenburg 
district; Grevesmuehlen in the Rostock district, and Bad Liebenwerda, Cott- 
bus (Land) and Spremberg in the Cottbus district came out worst.13 


In the past, new construction was only partially in response to need—as for 
example in the acutely underdeveloped districts of Rostock and Neubranden- 
burg. Another major consideration was a higher potential land availability 
as well as the construction of industrial facilities. East Berlin, which 

had always been well taken care of, along with Frankfurt and Cottbus had 
always been in the lead although there was relatively little old housing in 
the case of the latter two and relatively little damage in the particular 


case of Cottbus,/4 


In the modernization of housing, too,/5 regional distribution is not well 
balanced, either. When one compares the pre-war housing totals recorded in 
1971 with housing modernized since that time, Neubrandenburg and Frankfurt 
and to a lesser extent Schwerin and Magdeburg account for relatively high 
totals. The Potsdam totals were lowest and again aside from Potsdam all 
northern and central districts come in above the GDR average. 


Present Housing Totals 


34 percent of the housing units accounted for the late 1981 census are loca- 
ted in the northern and central districts of the GDR. East Berlin, which 
accounts for seven percent of the population, has eight percent of all hous- 
ing units, There is a marked difference in the availability of housing in 
the various districts. In terms of apartments per 1,000 inhabitants (housing 
density), East Berlin leads by far with 447—which is equal to 25 square 
meters per inhabitant. It is followed at some distance by Magdeburg (391), 
Potsdam (379), Cottbus (375) and Frankfurt (370) where the space-per-in- 
habitant ratio drops down to between 22 and 23 square meters. The figures 
are even lower for Neubrandenburg and Rostock where housing density amounts 
to 355 and 356 respectively and space per inhabitant comes to 20 and 21 
square meters respectively. 
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In the individual Kreise—where housing density figures are only available 
including apartments used for other than residential purposes in early 19Fl— 
“he figures are lower still. The lowest figures of all were recorded for 
Greifswald and Neubrandenburg (315 and 331 respectively) as well as for 
Wismar (327), Riebnitz—Damgarten (334) and Ruegen (338). In all these in- 
stances, residential space per inhabitant comes to an average of between 

18 and just under 20 square meters. In another seven Kreise, density amounts 
to betweer, 349 and 350 units and the per inhabitant ratio comes to between 


19 and 22 square meters, 


Furnishings and Fixtures 


Based on the 1971 data and on new construction, modernization (by categories) 
and demolitions, it has been possible to determine the amount of equipment 
available in apartments in the districts and Kreise. The data thus obtained 
refer to all housing units as of early 1961 (including those being used for 


other than residential purposes). 


About one-quarter of all apartments in the GDR have central heating today; 
43 percent have a hot water tap and about 55 percent have a bath or shower 
and an inside toilet. There are water taps in 90 percent of the apartments.17 
4gain, there are marked regional differences which were determined through 


separate computations. 


In only 41 Kreise (13 of them city Kreise) of the 105 Land and city Kreise 
of the notthern and central region of the GDR more than 25 percent of the 
apartments have central heating. In another 38 Kreise, only every fifth to 
tenth apartment is so equipped and in 6 of the Kreise, not even 10 percent 
of the apartments haw this type of heating. 


In 27 of the Kreise, more than 60 percent of the apartments have a bath or 
shower, but in three of the Kreise not even every third apartment does. 


In 56 of the Kreise, more than half the apartments have an inside toilet; 

in another 46, however, only 30 to 50 percent have and in three of the 
Kreise (Cottbus-Land, Haldensleben and Wanzleben in Magdeburg district) sub- 
stantially less than one-third do, 


In two of the Landkreise (Cottbus and Wanzleben). almost half the housing 
does not have an inside water tap and in another 29 Kreise (13 of them city 


Kreise) that figure stands at under 10 percent. 


Tt is easy to see that East Berlin is far above average, having received 
preferential treatment at the expense of the other regions. Conditions are 
sonewhat better in district capitals, other city Kreise/® as well as some 
Landkreise around Fast Berlin and in the north—such as Stralsund and 


Grimmen,. 
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There is particularly marked discrepancy between the district capitals and 
their environs as for instance in the case of Cottbus and Neubrandenburg 
and to a somewhat lesser extent in the case of Rostock, Schwerin and Pots- 
dam, Medium-sized cities, on the other hand, with populations between 
59,000 and 100,000 are far better off.19 This is probably due to the fact 
that thr GDR economic leadership has been at pains to enhance the quality 
of housing in these cities to make local industry more attractive for 
workers soving there, 


Current Housing Problems@° 


Government-controlled iow rent (of DM 1 to DM 1.25 per square meter in Fast 
Berlin and DM 0,80 to DM 0.90 in the districts) for new apartments has kept 
expenses down?! put has also resulted in major neglect with respect to main- 
tenance and modernization. Since the housing industry turns virtually no 
profit whatever, the government is forced to undertake a huge improvement 


progran,. 


Rased on a modernization ratio of roughly one-third of planned construction 
between 1981 and 1990, a general overhaul of 0.6 to 0.7 million housing units 
may be anticipated until the end of the Gocade—whigh corresponds to 35 to 4C 
percent of the available modernization capability.““ Since these specialized 
enterprises are not distributed throughout the country according to the need 
for their services and since only limited funds are available for urban re- 
newal and modernization of inner cities, these enterprises as well as the 
planners are faced with formidable problems, 


In addition, there is a need to give priority to new construction—particu- 
larly in order to overcome regional shortfalls. In view of sharp increases 
in energy and raw material costs, however, new construction has gotter more 
expensive as well and all this, along with subsidized rents and funding for 
modernizatior projects will call for bank credits and individual contribu- 
tions by citizens and, in the end, for major subsidies by the government. 


Tn view of the increasing overall economic problems of the GDR—brought on 

to a large extent by foreign trade burdens—it is becoming more difficult to 
implement the housing program, The worsening of the terms of trade and the 
foreign debt problems are making an increase in exports a must. But as private 
consumption continues to rise, this in turn places limitations on investment 
volume, an increasing share of which would have to be earmarked for housing, 
if the plan is followed, And this happens at the very time when industry is 
called upon to conserve energy and materials as it undergoes far-reaching 


structural change. 
Yewional Housing Picture for the Future 
Although projections up to the mid-eighties may be based on the planning 


goals of the present ‘year plan, it remains doubtful whether the housing 
goals can be fully realized in view of the difficulties faced by the economy 
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overall. If the export drive does not mcceed and higher productivity cannot 
te attained while energy and raw materials are being conserved at the same 
time, the housing program may well be affected, too. But one must not over— 
look the fact that the housing program, a “key element of SED sociul policy," 
is such a high priority item that it will only be cut in case of dire need. 
The unqualified priority of the housing program is ales reflectei in the 
rather satisfactory fulfillment of 1981 planning goals 5 and the equally 

good results achieved in the first half of 1982 despite the s]owdown in 
overall esonomic growth.<4 


The S-rear planning goals up to 1985 call for the construction of 690,000 
new housing units and the modernizatiop, (including remodeling and addition) 
of another 349,009 throughout the GDR.“~~ Of the new apartments, just under 
35 percent will be built in the northern and central regions while those to 
be modernized number 34 percent, East Berlin will get 11 and 10 percent re- 
spectively—which equals the sum total of new apartments projected for the 
three northern districts in the case of new apartments. To carry out this 
higher-than-average housing program in the “capital,” construction forces 
from other areas are being brought in which at least in some of them will 
lead to shortfalls in the construction sector. 


The current 5-year plan calls for construction not only in the big cities 
but also in smaller-sized cities and communities which in turn calls for 
small-scale assembly line production of concrete slabs particularly in 
out-of-the-way localities, But plans also are to devote greater effort to 
urban renewal of inner cities such as Berlin-Prenzlauer Berg and Magdebur--— 
Neve Neustadt which in turn will call for more flexible architectural solu- 
tions to the problem of adding modern housing to more traditional inner city 
neighborhoods. In addition, plans are to carry out repair and maintenance 
on 1.45 million housing gpite—which is more than twice the number serviced 


during the past 5 years, 





Tt was deemed best to base the projections on the goals of the 5-year plan, 
since the abovementioned problems and the considerable difficulties connec- 
ted with major inner city renewal make it appear unlikely that the plan will 
continue to be overfulfilled in the years to come, At best, there may be 
some overachievement of modernization goals. Assuming an annual loss of 
housing units amounting to 0.6 percent, projections based on the construc- 
tion of new housing call for a total number of 6.9 million housing units in 
the GDR by 1985 which would be equal to 416 per 1,000 inhabitants and an 
average of 24 square meters of residential space for each. 36 percent of 
the units would have central heating; just under two-thirds would have a 
bath or shower and an inside toilet and a good 50 percent would have hot 
water. But there would still be marked differences qualitatively throughout 
the northern and central regions of the GDR. With the exception of “ast 
RNerlin, housing density would still be substantially below averege through— 
out all districts, particularly in the north, Next to Berlin (27 square 
meters), Magdeburg would rank ahead of the others at 25 square meters of 
residential space per inhabitant. 
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There would be marked improvement in terms of equipment available but there 
would still be significant regional differences in the quality of housing 
and Mast Berlin would still be far ahead of the rest. 


Aside from backlogs in civil engineering projects crucia! to connecting new 
residential areas to supply systems and roads, problems will be faced in 

the area of insulation for the purpose of conserving energy. Some limited 
progress, however, may be anticirated in the case of some few new develop- 
ments, Attempts are being made to install heating plants for entire floors 
and stall showers with a minimum loss of energy as part of modernization 
projects and to use more prefabricated components.?7 In Fast Berlin as well 
as in other locations, good results have already been attained in the recon- 
struction of old inner cities, We might mention Greifswald in this connec- 
tion as well as the start of a modernization project in Stralsund (in the 
Rostock district); also Schwerin as well as Potsdam and Madgeburg in the 
central region and finally Frankfurt and Bernau in the Frankfurt district. 
\ttempts are veing made to break up the almost awesome monotony of modern 
housing developments in the case of urban renewal projects at least. This 

is being done for example by varying the facades of buildings and by locat- 
ing stores, shops and service establishments on the ground floors. But this 
is just a modest beginning compared to the renewal programs yet to be accom 
plished, 


FOOTNOTES 


l. Cf Wolfgang Junker (Minister for Construction Industry), "The Housing 
Construction Program of the GDR for 1976 = 1990" in NEVES DEUTSCHLAND, 


4 Oct 75, p 5ff 


2. Cf Erich Honecker, “Report of the SED Central Committee to the Ninth 
SD Party Congress" in NEVES DEUTSCHLAND, 19 May 76, p 3ff 


4. Cf Statistical Yearbook of the GDR 1982, p 60 


4, It is even more curious when the 6.57 million housing units as recorded 
in the yearend 1981 census are juxtaposed with the official 6.54 million 
figure recorded in early 1979 (cf Statistical Yearbook of the GDR 1980, 
p 144). There is a net addition of only 30,000 units between 1979 and 
1981 as against actual new construction (including remodeling and ex- 
pansion) of 380,000 units. 


5. Cf Statistical Yearbook of the GDR 1981, p 140 


6. If we took the FRC figures minus the so-called lost apartments, we would 
arrive at a per 1,900 inhabitant ratio of 404 housing units with the 
overall total being 24.9 million units. 


19 














" 


9. 


Ly 


il, 


12. 


14. 


15. 


16, 





Residential space refers to the total area of an apartment (includinrc 
kitchen, hall, bath, inside toilet, etc). 


Cf ladwig Penig, “Housing Developments as Covernment 'ndertakin-s," East 
Berlin 1973, p 40f. Also: Ludwig Penig and Walter Schmidt, "legal 
Aspects of the Direction and Planning of Housing Developments” in WIPT- 
SCHAFTSRECHT, No 1/1974, p 4-5. Also: "Planning Regulations of the GDR 
Economy 1981-1985" dated 1 Feb 1980, Part H in special issue of GBI, 

No 1020 h/1980, p 5ff , 


Cf Johan es ‘chattel, “Increasing the Efficiency of long-Range Planning 
of Locating Housing Developments" in ARCHITEKTUR DER DDR, No 11/1979, 


p 644ff 
Thid, p 646 


"Principles of Socialist Development of City Planning and Architecture 
in the GDR. A Decision of the Politburo and the Central Committee of the 
SED and the GDR Council of Ministers” in NEVES DEUTSCHLAND, 29/30 May 


1982, p 9 


It is worth noting that Greifswald, Schwedt and Stendal are listed in 
the first category (large and medium-sized cities) although they did 
not reach a population of 40,000 to 56,000 until 1975. But until the 
end of 1980 population did increase substantially—in Creifswald and 
Stendal by a good 10 percent and in Schwedt by 16 percent (as compared 
to 1975), It may be assumed that major housing projects in all three 
cities will continue to be built up to 1990, 


Based on detailed information gleaned from the district press and 

a variety of data contained in district statistics as well as estimates 
for all Kreise, the DIW was able to come up with figures on new housing 
(including remodeling and expansion) and modernization for 1971 to 1980, 
For lack of space, this huge collection of data was not included here. 


Manfred Melzer, "Qualitative Aspects of Regional Housing Availability 
in the GDR" in "The GDR in the Detente Process—wWays of Life under eal 


Socialism," special issue of DEUTSCHLAND ARCHIV 1980, p 148ff 


There are three categories of modernization. The first or miniwm cate- 
gory calls for introducing water and drainage as well as a modern stove 
and an inside toilet. In many instances, the apartments are also equipped 
with baths, showers end hot water boilers under category 2. The third 
category, which included a good third of the apartments modernized in 
1980, also got central heating. 


The seven Kreise are: Neubrandenburg (land), Belzig in the Potedam dis- 
trict; Guestrow and Luebz in Schwerin district; Rostock (Land and city), 
Ruegen, Wismar (land), Stralsund (Land) Grimmen and Grevesmuehlen in 


Rostock district, 
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19, 


20. 


2l. 


22. 


25. 


24. 


25. 


26. 


27. 








In the FRG, inside toilet facilities had reached this level by the 
fifties with bath and showers following suit in the early sixties. 


=isenhuettenstadt and Schwedt in the Prankfurt district—both newly 
founded cities—rank first in terms of equipment in the northerr and 
central region. 


Half the apartments have central heating; two-thirds have hot water 
and three-quarters have either a bath or shower and inside toilet 


facilities, 


Manfred Melzer, “Housing Construction and Housing Availability in the 
Two German States—A Comparative Study” in DIW Structural Research Ab- 
stracts, Chapters 5, 7, 8 and 9, awaiting publication 


Over the past 20 years, average expenditures for rent in worker and 
white collar households were between 2.7 and 4.0 percent of total 
income—which amounts to only one-third to one-quarter of comparable 
figures in the FRC. 


Assuming that one-quarter of all apartments built between 1919 and 1945 
and some 79 percent of those built prior to 1919 are in need of major 
overhaul, this would call for moderniging 2.7 million housing unite— 
based on the 1971 census figures. When this figure is related to the 
actual number of modernizations during the past 10 years and those 
being planned until 1990, this figure is arrived at. 


Construction of 125,731 new housing units in 1981 represented a 7.5 
percent overfulfillment of the planning goals; the 59,619 modernizations 
exceeded the goals by 3.7 percent, 


The figures for half the 1982 planning goals are 58,779 new housing 
units and 31,030 modernizations. The actual figures are 58,909 units 
newly built and 30,308 modernized. Since something less than haif 
(probably 46 or 47 percent) of the planning goals in a given year are 
projected for the first 6 months, both these categories appear to have 
been overfulfilled. Cf “Implementation of the Economic Plan in the 
First Half of 1962" in NEVES DEUTSCHLAND, 16 J 82, p 4 and “Law on 
the 1982 Economic Plan” in NEVES DEUTSCHLAND, 5/6 December 81, p 4 


"Law on the 5-Year Plan for the Development of the GDR Economy 19A1l- 
1985" in GDR Legal Gasette, Part 1/1981, p 405ff 


Hans Rehfeldt, "330,000 to 350,000 Apartments to Be Modernized in Next 
5 Years" in NEVES DEUTSCHLAND, 16 Sep 81, p 3 and Erich Honecker in 
NEVES DEUTSCHLAND, 27/28 November 1982, p 6 


Horst Walther, "Using Prefabricated Components in Modernization of 
Apartments” in PRESSE-INFORMATIONEN DER DDR, 28 January 1°82, p 2-5 
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(4) & Mitte! und Kieinstadte 


Quete Jonernes Schene: Enonung de: FRetinnet lenginenge Stendorthonrephonen Ky den kompleren Wormungabey mn Archmes (5 | 
tw Ger COR We Th/T8TR © Gee 


Key: 
l, Major housing construction projects until 1990 in cities of the 


northern and central districts of the COR 
2. large and mediumsised cities 
5%, Medium—sised cities 


4, Mediumsised and emall cities 
5. Source: Johannes Schattel, "Increasing the Efficiency of Long-Range 


Plans for Locating Housing Developments” in ARCHIT@KTUR DER DDR, 


No 11/1979, p 644 
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atari Ghateeitensitaiamtnn Cs tip ie tn dtan tint, end ittaaatennn dere (1) 



























































(3) Fernggestete Wonnungen 
Berwke Neu-. Um- und Ausbeu 5 ) aurch Moderresserung 
(2) inege- Neubeu | Um-u igesantie| mege- devon nech 
sem Ausbeu | 1000Ein- | samt j | « | . (12) 
(6) | (7) 1 (pe) Qo) quote* 
’* 4g {a3 per - ’ - ¥ , mv wm 
Nor dberwhe 222534 | 158678 os | soz | 125 S71 304 "m5 
Neubrandendurg 6A 64) 45663 2101 760 21077 100 642 28 $4 
Rostock 26 059 73251 406s 096 16754 95 475 430 93 
Scrwern $8624 30 764 3688 734 $372 192 578 230 105 
Mutteibezwie 395727 | 269533 | 25778 742 100 416 166 $27 27 95 
Cottbus 68 423 64951 4903 60.0 16569 78 6568 4 92 
Frenkturt 76542 $664) 2792 os 20 109 120 469 3.1 124 
Magteburg 135238 64223 11763 743 39252 23.1 478 24.1 04 
Potsdam 93524 64718 6320 632 22 486 67 538 a5 74 
| Berk (Ost) 150019 | 102465 | 11378 102.7 36176 57 616 32.7 10.1 
COR wnsgesamt 1607 142 | 1084704 | 119609 714 402 629 74 570 256 aa 
1 Um- und Ausbeu some Modermsserung der Jetwe 1979 bis 1981 2 T vor DPW geschitz! - 2 Anzet der durch Neu. Um- und 
Ausbeu geschefienen Wohnungen gewichtet mit der jewelhgen durchschittichen Wohnbevolkerung der Jetwe 1971 bis 198! - 3 
Vgl zu den Kategorien Eributerungen wn Text - 4 von 1971 bis 1981 moderrusierion Wohnungen wm vH des Bestandes der 
vor 1945 gebeuten Wohnungen am 1 1 1971 








Key: 

1, Actual housing construction in northern and central regions of GDR 

2. Districts 

3. Housing units completed 

4. New, remodeled or enlarged 

5. Modernized 

6. Total 

7e New 

8. Remodeled or enlarged 

9. Total per 1,000 population 

10, Total 

ll, Of these, by category 

12, Modernization quotient 

13. Number 

14, In percent 

15. Footnote 1: Units remodeled or enlarged and modernized between 1979 
and 1981 based in part on DIW estimates. Footnote 2: Number of units 
created new, modernised or enlarged are weighted in accordance with 
average housing population for 1971-1981 period. Footnote 3: For ex- 
planation of categories, see body of article. Footnote 4: Number of 
units modernized between 1971 and 1981 based on the 1 Jan 81 percen- 
tage of total units milt prior to 1945. 

16. Sources: Statistical Yearbooks of the GDR; Statistical Yearbook of 
the GDR 19823 DIW computations and estimates 








Betepicie reciisierie: und goplenter gré8erer Wohnhomptene in den Nord- und Mitteiregionen der DOR 


(1) 















































Anzehi de Neubaumonnungen (Anzani Iver Bewormer) 
———¥ 70s Jahre Q0er Jerwe 
pew Sat (2) | -romptexcnm (3) _(4) (5) 
teh smberdaary —— 6080 (26.000) 
Kathernenstrate 1000 (ca 3000) 
, Rentbenrweg 2765 ica 6000) 
Lerenstrafe 1685ica 5000) 
Ostzederg 3230 (ca 10000) 
Brods 9 300 (25 000- 28.000) 
Restoch Evershegen ca 9000 (26 700) 
Lichtenhagen ca 6500 (19000) 
Schmeri ca 6 700 (20000) 
2300( 7000) ca 5700 (25000) 
Gro® Kies c a 
Berth - 400({ 1400) 
Gredswaid Ostseenertet ca 5000 (15000) 
Gustrow Sudstedt BOice 3000) 
Strateund Krueper Wes! 14600 (ca 45000) 
Grunnuse 86000 (23.000) 
18 500 (ca $5000) 
Schwert GroBer Oreesch l eee 
Laenkow. 4 Abechutt 1400ica 4500) 
Cotteus Secheendon /Mediow > 12000 (40000) 
(en noch Wohngetiet ist im Norden der Sted! ab 1985 in Planung) 
sudwest! Stednied 6500 (ce 20000) 
— Har ssvierter 3400 (ca 11000) 
Halbe Sted! 2680 (ca 9000) 
Neuberesinchen 6 300 (24 000) 
Eder sweide Finow WG -Mas Rewnenn- 6000 (ca 18000) 
Ersenmutienstedt Os! wievl WAC VE 6000 ( 18.000) ce 3000(ca 10000) 
-Am Weidrand- (WK Vil) $400 (17 300) 
— -Kastentenaiiee- und -Monpiates- sind z Z in Planung. Begun + 
Magdeoury Megdeburg Nord 10500 (ca " 
Neustacier 000 (35.000) 
-— 15.000 (45000) 
Burg Sud 1480 (ca 4500) 
Wi -Hermnann Metern- 565 (ce 1700) 
Helbe: sted om one. 100m 
Wit -Wiihetn Prec - 2080 (ca 6300) 
Osche sieben Wesserrenne 1570 (ce 5000) 
Stende Steneee ce we 15.000) 
2 100 ica 6500) 
Werrmger ode Burgt cite tes 
4530 (ce 13000) 
Poteden Scrtestz steB en 900 
Withewn > utz Strate 1750 ( 4500) 
Henregsdort Nord 22 inPlenung 
Bertn Wedlensee: 15 770 (46 300) 
_ \asuewenae 2080 (ca 5200) 
Friednichstetde 2220 ice 5600) 
Ho chy - Minh StraBe 3€00 (ca 10000) 
Am Terpart 3430 ice 9500) 
Gredewetder Strafie 3200 (ca 9000) 
1-W ca 1600 (ca 4400) 4610 (ca 15000) 
i ia 5 750 (18.000) 1840( 5970) 
Honenschinheusen Nord 14200 (42650) 
Nord 5 355 (15000) 
Keutedort ssenee 














Quetie Zusemmengesie® vom DW anhend von Einretengaben sus der Berwkspresse (6) 


Examples of major housing projects completed or 


rene = ‘ menus 


and centrel regions of GDR, Number of new units 


District capital and/or city 
Housing project or development 
Seventies 

Eighties 


Source: Compiled by DIW, based 


2h 


of district press reports 




















Wohnungsbestend rum Jehresende 1981 in den Nord- und Mittelregionen der DOR (1) 















































Wohmungen (3) Wohn fic ye 
Bezwke nsgesamt’ devon tur: —”" §@ 1000 Einwonner ye Exwwonner 
andere insge- tur = fur Wohn 
(2) (4) | seool5) tmecr(G)) Som (7) “rec “somh9) swecte (10) 
Anza nam 
Nor dbezirke 776799 750 308 28.401 9 357 214 206 
Neubr andenburg 226 120 221328 4792 ee 385 213 208 
Rostock 330519 314683 15626 371 34 20.9 198 
Srtwerin 220 160 214377 $783 373 362 223 217 
Mittelbe zi ke 1583119 1512478 70641 we 380 237 225 
Cottbus 344878 331563 13315" 390 375 23.0 22.1 
Frenktunt 269083 262 429 6054 380 370 222 216 
Magdeburg 527 422 494179 33243 417 391 248 23.1 
Potsdam 441738 424 307 17429 ~ 379 238 228 
Sorkin (Ost) 524228 520 200 4028 450 447 255 252 
DOR msgesemt 6800 735 6 569008 237730 407 Es) 236 227 
ee ee 1 1 1971 - 2 Voribufige Ergebrusse der Wohnungszahtiung vor 
31 12 1981 - 3 Vg Eriduterungen im Text ty 
Quelien Statistieches Teschenbuch der ODA 1982 sowte Berechmngen des Ow (12) 








1981 year-end housing unit totals for northern and central regions 
of GDR 

Districts 3. Housing units 

Total 

Of these, for residential use 

Of these, for other uses 

Total per 1,000 population 

For residential use per 1,000 population 

Total space per occupant 


Total residential space per occupant 
Footnote 1: DIW projection of residential space and building census 


taken on 1 Jan 71. Footnote 2: Preliminary results of 31 Dec 81 
housing census, Footnote 3: For explanation, see text. 

Sources: Statistical Yearbook of the GDR 1982 as well as DIW compu- 
tations 
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yater 23 -eg1onalen sonnungs v@7507 9G UNS -OuSSTOT TUNG 
Stans: |. Jenwer ‘38! (1) 

ee (2) Honnunges # ' Muss tattungsgrec one "8c 

Sezire sevel- , 3° l i-. "er 7”~Cer ts e 
«res (2) sersng , | Eimwon- | on (9) | torlet- oder 13) <esser "e°2.°5 t meor- 
. eT mer cay tnt any escne (12) (15) 2 (hater 

wn 1000 | (15) Anzan! ; (26) ott al ler sonnunger ai7y 

Ber uir Lie | (508,5 09 | 00.9 95.8 HOS 23.9 
“actus se5 (3807 (eee ee > o7.2 13,9 2.3 
Jed . .e0erwerds SB zl, 3e2 79.9 33.3 #i.°? 2¢.5 9.3 23.3 
Cale $9 20.9 3Se 6?.7 o,) 67.9? $3.0 2.3 3! : 

Cotte Lend «5 i8,i 202 $1.2 23,7 36,” i?,3 Vie 25 
* yneterse.ce se 32.2 5% 79.2 9.5 a 29.5 is.5 23.3 
f orst 20 isi «53 78.0 *7,a «9,3 20.2 33.3 23.5 
oer “ \7.s 378 %.3 %.5 0.6 69,7 $7.0 be. 
“er roerg ay | 14,7 eo? 79.0 «6,8 $e.? 35.4 is. =*.9 
overever se 115 4i,i 337 100.0 62.9 86.0 68.7? "9 Zi.e 
998er 32 12.5 91 “.6 38.0 «6.5 28. i7.$ 26.2 
ten nu i2.0 a? 62.5 «8,4 $3.2 38.1 i7.s 23, 
. oer 33 iz. 3% TT ,a $4.6 6.° 3e.8 i9,3 33.3 
Sen! teroerg 9 46,2 «05 7.6 $).« 68.0 ye. 5 of 14. 
Sore=aberg ~ i?,s 95 62.8 47.8 39.1 “%,5 if. 33.6 
oo: Quesser $$ 20.9 ‘es 91.7 0.9? 65.9? $$.< «, . 23.3 
Cottbus Stect ila a2 8 97.0 8 35.5 77.3 45.7 2,3 
F rove yrt 70S 265.7 577 69,2 66,2 64,4 49.5 35.5 seed 
angermsrce a je.? 40) 38 a3.e a4.4 29,3 3.8 25.6 
Jed f reseresice ” | «15,0 eS 62.1 49,3 a7,? 33.2 .$.3 24. 
% | Ida 367 7.2 52.8 Se? 41.8 23,2 33.9 

derneu > °&2.6 392 8 8695.0 $1.5 37.3 22.5 22.2 
5 :ereweise 4) 31.5 360 9.1 61.6 $3.2 6,9 37.2 33.0 
f .eenmutteretect Law) 23 4.6 410 . 77,3 99.1 $0.1 0,4 3.0 23.3 
° sreterweide :02 “4.3 3@0 Pl.- 62.7 $8.9 a}.? 22.6 obe® 
900 low «i te.2 yen te,% Ye $i,* Mu ,? isl 3e,9 
Strewsoer3 9 32.7? 370 | 72.3 63.7 $9.9 39.2 28.4 oss” 
= ‘ TT 
f.senmuttenstect Stat a | 6,3 m0 | 100.95. %.9 7,8 57.8 23,0 
‘rorafurt, Oder Steot $1 4,9 ve) 100.3 %.2 ML "3.2 $7.3 31.° 
Scoweet Seer Stect | $$ i8.3 . saz 100.3 100.9 100.9 4.6 %.6 3. 
eageoyss 1 268 $16.9 «07 8 833.5 9,7 00.6 27,7 20,2 
Seg 65 26,5 ve) 0.8 9,7 $i,2 02.9 29.2 23.4 
ler eeleger 2% 10,0 ses 67.6 $3.1 $5.8 83.5 27,7 23,4 
Jentrin a i5,i 570 79.8 $2,2 se,5 az,7 22,3 Bei 
“eiveretect 9) 59.0 «19 7.9 2,9 06,9 53.1 20,3 25.4 
0 | dere i even Cs) 23.5 97 63,6 27,7 32,4 “26,1 16,2 ze.) 
“evelberg 22 6.4 2 65.9 $3.8 35,4 42,5 23.8 23.6 
| €elpe/ lée i9 7,2 579 62.7 62,9 $1.6 41,6 23,2 8.6 
<lotze %” 1i.i 570 06,4 «,5 $2.1 41,4 20.9 26.? 
Jecrersiener as 19.0 422 7a,3 ye, 0,7 27,2 i5,i 24,3 
as 1’,« we 6.) *i,? o4,4 Me 18,4 73.8 
a. 1vede. a2 16,5 5a 69.4 $7.8 Soe 45,7 30,2 or | 
Lt) M7? yoo 85,0 47,2 47,2 37,9 2%.) 21.7 
Stedfurt ” v1.2 a2? 0.8 6s 8 35,8 27.6 18.) 32. 
Stenge! % 30,7 ae 92,1 $3.5 3.4 a7? 3,7 24.4 
Tengermutte zi 6.« ret “,? 9,2 45,9 35,7 2.35 24,4 
wer: | ever oJ is.7 075 51,8 73.9 1.8 21.9 i9.@ 28.3 
aerrigerode io) a6 575 7 “9,9 si,3 4i,) 23.9 23.9 
wole:reted *) i9,e a5) 67.) 43,2 41,1 30.9 26.4 23.4 
lerdet a 15.9 vee 0.9 Si,* Se.5 20.5 De “,” 
Seqdeourg Stect 292 i25.9 ale 97.9 9,2 64,0 ‘3.8 40,4 24.2 
Never erdeOy 62) 225.7 sey 8.0 54,6 $7.0 41.5 23.3 21.4 
Al tentreptoe ze 8.8 367 %.0 «(53,9 88,0 17.4 9,° 33.3 
are lee «2 is, ‘e9 63.9 6,1 o.5 52.8 12.4 2:.2 
Demein o 17,8 x71 9,3 «(37,0 98,2 22.1 7,2 ti. 
“sicrir ei je,5 ‘ea 7,3 $3.8 $7.8 45.90 is.) 20. 
waerercre.t; 9d 28 10.1 Mi oa a7.5 47.6 9 9.8 73.? 
wevetre.i's ve 9.4 330 0,7 7.4 $2.5 33.0 i9,3 2.? 
*eseveit *s 19,1 aze 6.5 8§=«$i,4 “,* «9,4 id 23,” 
Prenaiev “ 13.6 393 5.9 95,8 = 95,7 9.4 16,2 23.8 
Aopel /Murits ie 6.) 00,0 66,0 = 67,2 07,3 7 | ata 
--— ' 
Seeestuey % 9,7 373 67,1 06,6 “6,2 23.9 7 eee 
= Me 1i,? See S.6 6 49,5 26.9 13,8 21.6 
eterow 3 12,3 373 6.5 6 as,? 0.5 23.5 | 2.” 
Uecke rence $1 18,0 333 O.. «0.8 8 92,2 6.0 || (8 
orm 3) 20,9 3 76 We 99,9 a2.8 y., «| m2 
weredreurg Stect) i 25,8 1 100.0 100.9 1909 5 ee 8.5 
(Key on following page/ 





















































| Pzteeee a 44? e3i,i pyvy 1 «63.2 (88,? sl.s za! os 
| Seizsg i Me 12,1 She 6.7 S1.0 $9.6 %.9 33.4 2¢.3 
| Sreraerourg ‘ard! a la,t Si - 4.6 41,1 *,! 30.4 9.2 23.3 
| Crerese «5 18,6 ei) "1! +i,6 0,9 29.6 i9,0 | 23.7 
aterseg 7 14,8 «00 1.9 Se,5 53,5 93,7 ise | 63 
(iq aeterneveer se di,t 362 43,0 61.5 $<.0 33.5 23.2 21.3 
Gyratz | $ i3,3 3e@0 77,0 “5,9 a6,2 29.7 is.6 | za.3 
| \emerwe ices «5 18,3 «07 9.6 52,6 49,5 33,9 19.4 3 
| ‘ever 62 1.6 3s5 62.4 56,9 $3.i 2 33.9 23.9 
wereeir ~~ 26,8 see 79,2 52,9 49.3 37.2 22.3 23,6 
Worierourg iw «9,4 33 9.0 65,9 0.1 19.4 4.0 33.3 
Poteces Lard ” | a? 553 0.1 67.4 6).7 a).3 32.3 — 
| Prateweim 53 12,7 385 61.5 4,3 a8.) M.2 9.5 3.3 
Aetreros ss | 26.2 2 | 3 35.8 63,2 a?.2 5003.3 
eattetoce } 7.3 we 83.4 2 = 9743 0.9 c.9 26.3 
loeser | s 27,3 ‘ee eee 69.5 e2.° t.5 32.3 
Sremserourg “eve! Stat | * 57,1 50e 100.0 "T.< e.. «é.3 -8.4 : 
Potsees $+ ect / a $5.5 ame} TG 3. 61.7 e*,3 + 
“eatece | 000 320,3 see 7.5 62.8 38,2 ai 7.4 20.6 
fee enero $0 18,0 360 9,0 22,9 “0,9 33.9 22.3 ” 
Gresfewelé ‘Land! % 9,7 373 9.0 8,4 45,5 3 2.3 32.6 
creveems ion | 2 1e,?7 330 0.9 = 57,2 36.8 33.0 12,7 20.9 
Cesamen s 13,0 029 62.5 60.8 62.9 0.8 4.7 23.3 
@.0r1ts-Oengerter ' 6? 22,6 5 73.7 37,5 a .5 23.0 1e,2 29 
Seetecs (Lens ” 13,0 $1 7,2 «5,5 “6,9 3.8 e.3 f.e 
@9e iv 28,4 bb %.e a, “6,4 28,9 20.3 | 9. 
SMtreierd ‘Len! 27 13,1 aot 61.4 0,4 65.0 i 2.0. 29,4 
wiemer ‘Lane) 3 10,8 327 oe. M1 0,8 22.3 us | fe 
oi geet 0 2,5 $e %.6 8 8041,? = 60,2 32.9 9: 29,6 
Cresfeweid (Stect) 61 19,2 x15 6.8 8663.7 9.1 49.9 %.1 18.0 
festecs (Steet) 291 6.6 366 100.0 86.1 2 %6.? cad ree an et 
Strelere ‘Stect) s 31,4 ais 7.0 «83.1 3.6 63.3 si.3 33.2 
sieme ‘Stect, se 22,5 100.0 73.8 65,3 $2.2 9.9 | 20.4 
Servers se 28,3 71 7.9 $3? $1.7 42,8 28.8 | 23.3 
Ovtres 30 11,2 573 82,1 42,5 42,6 30.9 1 21.2 
2eesmuec* 23 9.6 see 61,7? = $4,2 48,3 0,7 7,7 «| 23.3 
wetroe 70 25,4 63 7,7 «62,8 $3.2 42,9 27.9 | 2:.0 
seg "2 23,6 196 7,9 #0, 0,0 4.8 ste | 9 23.3 
Lv@wi ge ivet 61 22,4 67 0,5 43.0 “3,7 33,0 2.8 j 23,2 
\ee te 12,2 99 oe 41,8 42,0 28.6 is? | 22.3 
Perchis 20 13,2 380 8 49,5 “9.4 6,9 a.) | 2.9 
Perileverg a 31,2 «00 6.5 $3, «9,5 a2,2 2 | 24,5 
Setwerin Lene 3s 12,2 39 3.5 37,4 i 30,0 i985 1.° 
Ster-~werg 2 5.5 ‘Se 69.6 30,4 $2.4 33,3 i?.2 23.9 
Semwerin Stect | i120 a,? 373 100,076 66,4 68,0 ae 24.3 
')Erfett sind a!'e wonmungen in Wohn- und Sichtuohngebduden sowie Soho! fsuntertiinften, é.. auch salcre, die 2.2 
anders 1)s flr wonnzwecke oder nicht von 908-Sirgern genutst werden.- 2)Fernhet zug, ientra!- une Etagenne 12: } s0- 
wie mpnnungen sit Ofenhetzung fir Stros, Ses und DO! (2.8. Kechtspeicherdfen, Audenwenaneizer). ™ 
Quelle: Ap ty ye ter pomiene Gy a voe '. Jeruar 197! anter Seructs ict! - 
nq lagange Gurch Nev-, AusDev, stattunes verdesse-vune bh Yodernisierungen { . 
fenneten| «mt dee + T aperkstrten ‘owsilioen ibednce we ° sneer Ks 
Key: 
1. Regional data on housing quality as of 1 Jan 61 19. Inside toilet 
2. District/Kreis ll. 3ath or shower 
3. Housing units 12. ot water 
4. Squipeent level 13. Central heating 
5. Residential space 14, Ter occupant 
6. Housing population 15. Yumber 
7. Total 15, ercentage of all Sousing units 
8. er 1,000 population 17. Square neters 
9, Water tap 


Pootnote 1: This inclades all housing unite in residential and non- 
residential buildings as well as teaporery quarters, ¢.g. such units 
as are presently not used for residential purposes or not evailabdle 
to CIR citisens. Pootnote 2: Remote heat, central heating, individual 
fleor heeting plants plus eparteents heated with electric, gee or oil 


stoves. 

Source: DI¥ projection of results of 1 Jan 71 residential space and 
building census taking into account edditions due to new construction, 
remodeling and enlargement es well as sodernisation and isprovenent 
of equipment (by categories) and partially estiasted housing losses. 








Prognoce der Wohnverhitiniese in den Nerd- und Mitictlregionen der DOR am Jetwesende 1005 = () ) 







































































| ees ee () 
1981-1988" (12) sewosence 19087 4 
Bere Qevor, Worngen | Wor ren Ave stenungemeumaten 
(2) (2 el ery inege- | je 1000 — lows | Ged/ | Wom | tren | Wesse 
f 1000 Worrasgen as 
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Key: 
1. Housing projections for northern and central regions of GIR by year's 
end 1985 
2. Districts 


3. Units to be completed between 1981 and 1985 
4. Projected totals by year's end 1985 


5. Total 

6. Newly built 

7. Modernised 

8. Total units 9. Units per 1,000 population 

10, Space per occupant ll, Central heating 12. Bath or shower 

13. Hot water 14. Inside toilet 15. Water tap 

16. In 1,000 units 17. Total 

18. Square seters 19. Percentage of total 


20. Footnote 1: Primarily based on district economic plans and district 
press reports. Footnote 2: Includes remodeling and enlargement. 3. DIW 
projection based on preliminary results of 31 Dec 81 residential space 
and building census, 1982 as wll as 1981-1985 planning goals plus 
estimate of housing unit losses in 1982-1985 period. 

21. Sources: Statistical Yearbooks of CDR; Statistical Pocketbook of the 
GDR 1982; 5-Year Plan 1961-1965, economic plans as well as DIW compu- 
tations and estimates based on district press reports 
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GERMAN DEMOCRATIC REPUBLIC 


ELECTRONICS INDUSTRY REPORTED LAGGING BEHIND 
Bonn DIE WELT in German 12 Mar 83 p 4 


|Report by Hans-R. Karutz, Berlin: “GDR Electronics Industry Lagging Behind 
by 7 Years: In Japan, Honecker Showed Interest in Industrial Robots--Emphasis 


of Leipzig Fair on Data Processing"| 


| Text} When the Magdeburg Technical College wants to transmit data on its mag- 
netic tapes to East Berlin, an official car must transport the electronically 
stored information. The fragile GDR network does not permit the internationally 
customary exchange of data over telephone lines. Not only in this case has the 
finding of Western as well as Eastern experts been confirmed: East Berlin's 
electronics continues to operate 5-7 years behind the world level to which it 


aspires. 


The Leipzig Fair will start on Sunday and it will be evident proof of this 
assertion: for its slogan is “Programmed Effectiveness Through Microelectronics" 
and 19 countries will demonstrate the differences in the level of technology 


in Leipzig. 


The difference between the FRG and the GDR can be explained in a direct com- 
parison of the respective level: 


In the FRG roughly 20,000 large computers are in operation that can process the 
most complicated processes. The GDR has about 700. 


While Western sources speak of 200 industrial robots in the GDR, Prof. Helmut 
Koziolek, the leading GDR economist, aay mentioned 370; in the FRG, 3,000 


such robots are in operation. 


Use of between 40,000 and 45,000 industrial robots by 1985 is the ambitious 

GDR goal. “Of course, they'll first have to be produced," SED general secretary 
Erich Honecker very aptly stated over Japanese television during his state 
visit in May 1981. 


However, the GDR considers even simple punched card sorters as industrial robots. 
The lag in this vital field of the future has not always existed. In the 
sixties, cybernetics research by excellent GDR specialists had advanced at least 
as far as in the West. 


29 











Then the Soviet Union “took over" these systems even though a few years earlier 
Soviet philosophers had suspected this field to be purely the work of the devil: 
"Cybernetics is a pseudoscience and is destined to perish even sooner than 
imperialism,” they surmised. 


But as early as 1967, Walter Ulbricht coopted the then state secretary for 
electronics, Guenther Kleiber, as SED Politburo candidate. A special ministry 
for electrical engineering and electronics under the expert Otfried Steger, 
SED, has been in operation at the East Berlin Alexanderplatz for years. 





Honecker, too, has involved himself in the new technology, perhaps also because 
one of his daughters studied in this field. For a while there was hardly any 
Honecker speech in which he did not imploringly point to microelectronics and 
its importance to the GDR economy, an economy that is exclusively depending on 
higher labor productivity. 


During his visit to Japan during the spring of 1981, Honecker was fascinated 
by the world of modules and microminiaturization components--Japan's very own 
forte. This triggered the following remark in the Japanese newspaper ASAHI 
SHIMBUN: “We desire not only the free exchange of industrial robots between 
Japan and the GDR, but also of human beings. 


Up to the end of the sixties, the GDR ordered roughly 50 computers from the 
Western firms of Control Data, IBM, Siemens, and Univac to regain as quickly 

as possible the scientific stage of development it had already achieved earlier. 
The most advanced computers on the world market have remained and will remain 
taboo for East Berlin. In Paris, “Cocom," the clearing point for all technology 
products that may also be of military use to the Btoc, watches over possible 


exports. 


Within the GDR, the EDP products of the Robotron state enterprise of Dresden and 
its 21 associated branches have an excellent reputation. In the CEMA frame- 
work, the Bloc countries agreed in 1969 to a “uniform system of electronic 
computer technology" (ESER). Nine years ago, a network in the "system of small 
computers" (SKR) was created. The USSR assumed the task of building the jumbo 
computers (which it also needs for missile and space technology), while the 
medium-sized and small countries developed industry-related table-model com- 


puters. 
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HUNGARY 


MEHES SPEAKS OF SENSITIVE ISSUES IN INDUSTRY 


Budapest MUSZAKI ELET in Hungarian 20 Jan 83 p 5 
{[Article: "Small Companies, Deficits, Executives: Industrial Review"] 


[Text] Minister of Industry, Lajos Mehes addressed 
company executives on 5 January concerning the tasks 
industry faces this year. It is worthwhile reviewing 
his address in order to elaborate on some of its details, 
beyond the laconic reports of daily newspapers. 


In addition to outlining the results of the year 1982 and the tasks of the 
present one, Lajos Mehes did not keep silent over delicate groups of 
issues which sometimes lead to controversy. Thus, he dealt with the 
interrelations of large-scale socialist companies with small- and private 
ones, with companies having a deficit, as ‘.»1l as with changes in the 
process of appointment, evaluation, and replacement of executives. 


Business Work Partnerships as Loopholes 


At present, let's pick out a single factor in regard to small companies: 
the system of material interest. Up to now, this has been the strongest 
motivating force for expansion of formation of voluntary business work 
partnerships within a company; greater than average productivity can be 
rewarded only in such a roundabout way--and this is the better case. In 
some places, the business word partnerships means nothing more than a 
better way of accounting for overtime. Thus, tension grows rather than 
diminishes--yet, according to the minister, the solution lies not in 
stopping the expansion of this procedure but in search for more appropriate 


met hods. 


These last few years, we have begun to get acquainted with the concept 

of a socialist company with a deficit. (Lajos Mehes: No matter how long 
we search in classic Marxist literature, we find no solution to this 
problem under socialist circumstances... It is possible that some of our 
measures would not earn the praise of our great masters but, in our 
opinion, it is better to take decisive action to eliminate losses rather 
than just to stare vaguely into space and thus maintain deficits at the 


expense of others.) 


31 














Incidentally, at present there are about 40-60 industrial companies which 
are not very efficient, are short of funds, and possibly, operate at a 
loss. This may affect 10-15 percent of the total work force. According 

to the Ministry, uneconomical activities can be liquidated mainly by a 
series of measures within the company. There is no sure cure: it is 
possible that some part of production has to be stopped, that the working 
force has to be reduced, or possibly an organizational change is needed-- 
and it is possible, too, that replacement of executives will have to follow. 


Replacements and Dismissals 


Thus we arrive to one of the most controversial spheres of questions of 
recent times: that of cadre work. First and foremost, let's take a look 
at an instructive set of data. UP to now, the appointment of 941 higher 
executives has been under the direct authority of the Ministry of Industry. 
During the last two years, 206 changes took place within this group. That 
is, one-fifth of the higher executives have been replaced. (Lajos Mehes: 
At first reading, this number seemed to be somewhat surprising to me, tov, 
and | asked myself the question: What exactly is happening here?) 


Well--what happened is this: 9%4 executives retired--that is, almost one- 
half of the replacements had such an obvious cause. Nearly thirty percent 
of those retiring received a decoration and part of them continued to work 
either at their original place of work or elsewhere. Thirty-seven 
executives were promoted or, in the interest of the people's economy, 
transferred into another field of work. Because of reorganization, 33 
executives transferred into other--again, mostly leading--positions: 

18 voluntarily asked for other assignments, and four died. 


There were “real” dismissals, too: 10 percent of the replacements. In 
particular: 16 cases because of incompetence, four because of disciplinary 


offenses. 
The System of Competitions 


It is worthwhile taking a look at the replacements, too. The majority 
of the newly appointed executives--approximately 70 percent had already 
been working at the same company earlier, further 20 percent worked at 
another company of the same branch of industry, and approximately 10 
percent is made up of those who exchanged social or political functions 
for an executive position in industry. Two-thirds of the newly appointed 
executives are under 50, one-sixth of them, not yet even 40. With regard 
to their background, 90 percent of the newly appointed executives are either 
engineers or economists, or engineer-economists. Up to now, not enough 
experience of their work has been collected to make a judgment regarding 
qualification, however, one can generally conclude that they came in line 
with efforts to refresh and modernize. 
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It sounds like a platitude to emphasize that we have to require higher 
standards from executives than before--however, the Minister of Industry 
spoke of specifics, namely launching of the competitive system and the 
system of appointments for a determined term. Enhancement of mobility 
and of objectivity can be expected to result from both of these measures. 


Participation in Decision-Making 


Starting already in 1983, new elements of the company leadership system 
make their appearnace. (Lajos Mehes: Our goal is enhancement of company 
independence, furtherance of collective leadership. It is necessary to 
emphasize that these changes do not affect conditions of ownership. 


One of these changes is the broadening of the function of supervisory 
committees--to such an extent that these committees take over supervisory 
control from the ministries. They express their opinion concerning the 
company's strategy, however, without the right to decisionmaking. The 
right to decisionmaking as well as its consequences continue to rest with 
the company's chief executive. 


The other change is the expansion of the system of executive councils within 
the company. The executive councils--and this is important--may obtain 
decision-making rights. Their members are: company executives, factory 
unit executives, outstanding company experts and workers’ representatives. 
In a company with an active council of executives having the right to 
decision-making, the council makes the decision in every case related to 
strategic problems of business. Thus, participants in the implementation 
process obtain a greater role in decisionmaking and will have more self- 
interest in and more responsibility for the decisions to be made. 


Speaking of these problems at the meetins in question, Lajos Mehes said: 


"These changes will be effective only if the companies’ internal system 
of leadership is modernized too and the executives within the company 
assume a greater role, if information reaches everybody involved in 
decisionmaking, and mainly, if the greatest possible number have the 
possibility of actually participating in the decisionmaking process." 
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ENTERPRISES IN NEED OF INCENTIVES FOR TECHNICAL DEVELOPMENT 


Budapest FIGYELO in Hungarian 10 Mar 83 pp 1,3 


[Text] According to a study by the National Technical Development Committee* 
(OMFB) involving the topic, a favorable change in technical development can be 
expected only if the enterprises are forced by their own conditions and 


interests to do so. 


It is unequivocally confirmed by experience that the long-range interests of 
enterprises must be strengthened. However, this is not the same as the 
mechanical summation or averaging the profits of several years. A mechanism 
of self-interest is needed which centers on safeguarding and increasing the 
capital of the enterprises. But, in the absence of a true capital market, 
the interest associated with the capital is best expressed in terms of 
profit, provided that the gain adequately expresses the actual development 


of performances. 
Preference Is Not a Life Jacket 


Guidance must also employ tools which express unequivocally the strategic 

goals and activities to be preferred. The system of preference products the 
national economy from undesirable effects derived from market automation and 
relations of internatio..al power politics, and economic relations which are 


built on them. For instance, primarily: 


--where it cannot be supposed that a socially necessary technicai development 
will be brought about merely through the efforts of individual enterprises 
(ex. environmental protection, saving natural energy resources, social policy, 


etc.); 


--in those sectors where the normal competitive situation cannot provide 
favorable conditions for technical development ; 


--in science-research-intensive areas where the enterprises have neither 
adequate capital of their own nor other conditions needed for its utilization 


(ex. nuclear energy); 


--in the case of reductions, because of social and economic policy conside 
considerations. 





Thus the preference system is an objective ome existing of necessity in the 
market ecoromy; but its measuring and resource systems must be in accord 
with the requirements and possibilities of national econoric development. 


State guidance must be basically concentrated on the strategic topics but 
the possible realization cf the final phase of research and development must 
be relegated to the sphere of those economic decisions by enterprises which 
are based on the direct observation of market influences (including 
prospective influences) and risks. 


It helps the flourishing of undertakings if the rules of state preferences 
are defined in advance. That is, together with the advance declaration of 
requirements, possibilities and obligations, the capital systen of support 
functions in a mechanical manner. In addition, selective guidance and the 
individual evaluation of certain developments targeted on the community also 
should not be done without. 


But the fact that some industrial branch enterprise “is in trouble" and is 
not very competitive is, by itself, no reason for state research and 
development support. When using the individual resources, it must be weighed 
which particular resource, in which area of the economy, will bring the 
greatest socio-economic rewards. 


Provisions must be made that a considerable fraction of research and 
development support should be returnable. But the basic criterion must be 
the long-range results on a national-economic level or rather, above all, the 
social “benefit” because the preferences muvt support precisely the 
achievement of social and national economic interests. Such a criterion of 
qualification is also justified by the fact that the sphere of technical 
development also includes goals which are not always and directly associated 
with decreased labor expenditures (and thereby costs). 


In addition to increasing the interest in profits, in fields requiring 
scientific know-how, the research and development expenditures must ccnstantly 
and in an obligatory manner be treated as normalized cost factors. This does 
not mean that the current system of technical developmental funds is good 

in its entirety andit should not be developed further. 


A consensus has not developed concerning the necessity to account for research 
and developmental expenditures as a constant and obligatory expense. According 
to some opinions, an interest system could be developed in which research and 
development activity would not necessarily be relegated to the background. Of 
course, this cannot be denied in principle but it is unlikely that the 
necessary economic market and social conditions could be developed within a 
few years. The maintenance of the system of technical development fund (MUFA) 
rates insures that the national economic planning must consider, to such a 
degree, the expenses of technical development .** 


Tc realize the research development policy, central means ccntinue to be 
necessary: the returnab’« form of financing must be used more extensively 
than before; credit must be expanded; the system of tax preferences must also 
be employed. 
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State Capital 


Support in the form of a non-returnable grant is an effective form of 

assuming costs to achieve research and development programs which are in the 
public interest. It is reasonable to finance by non-repayable grants first 

of all the research and development activity of the non-goods-producing sector, 
and also research and development activities which influence and form the 
basis of the technical development of the national economy as a whole, where 
return of the invested capital is a long-range expectancy and it is difficult 
to trace through which econoric organization and at what time a return is 
realized; development of the information infrastructure (ex. the information 
system--from patents or licenses to market informstion--, the development of 
organizations aiding the transfer of knowledge as well as transfer and receipt 
of technology, the training of innovative specialists, etc.). 


As a means of state support, the system of tax preferences ought .o be used 
more widely than now. This is one of the most effective means of promoting 


technical development. 


There car also be several other, generally repayable, forms of stete support. 
For instance, a form also currently in use is interest-free but repayable 
loans extended by the state organ in charge of the central direction of 


technical development. 


Another form: some state or banking organization with investment capital, as 
a business proposition, will share the financing of various innovative actions 
assuming part of the risks of the economic organizations but also sharing the 


rewards. 


Financing of bank loans can be used in the field of direct market-orjerted 
research and technical development activities if the resources of the 
enterprises are insufficient tu start them. Thus, the banks extending the 
loans do not get involved with the risks of the individual actions and their 
decision is influenced solely by considerations whether the activity of the 
economic organization requesting the loan makes repayment of the loan 
possible. 


Amortization Policy 


The prevailing amortization policy plays an important role in technical 
development. In the Hungarian regulatory practice: 


--withdrawn from the state enterprises in favor of the state budget are: 40 
percent of amcrtization in principle, 20 percent in practice up to 1982, at 
the level of the national economy, but already 36 percent in 1983 because of 
the withdrawal of various preferences; 


--the price support system (for both domestic and foreign relations) has been 
reconstructed so that, together with the actual sales revenue, it should cover 
all expenses (including amortization) and it should also help realize 
customary profit; 














--there is hardly any need for accelerated amortization because this provides 
no tax benefits to the company or provides benefits only insofar as the 
centralization of amortization (40 percent) is less than the fraction of 
profit withheld (although, together with reserve-fund-accumulation, this is 


64 percent). 


The centralization of part of the amortization is done on the hasis of 
theoretical and practical considerations. Next to the permanent capital, 
which grows according to theoretical considerations, the developing 
amortization exceeds the replacement needs. But, it is justified to make 
the developmental possibilities of the enterprise also dependent on the 
profit to some extent, if we indeed wish to place profit in the center of 
interest. But the source of the developmental funds derived from profit and 
the complete amortization would create greater investment demands than is 
estimated by the plan and can be satisfied by the supply. On this basis, 
since 1968, a part of the amortization has always been centralized. 


According to the usual interpretation, amortization is the return of the 
production costs of some establishment during the production period and the 
financial assurance that, from it, the resources needed for replacement are 
available at the time of physical wear-out. Of course, a well managed 
enterprise will not set aside this money for the time of replacement but 
will continually invest it and will provide for replacement from all of its 


resources. 


The current system of amortization centralization does not distinguish 

between burden-free capital assets and those burdened by repayment obligations. 
This increases the burden on the latter with even less justification than on 
the others and extends the duration of the loans. 


As a result of technical development, replacement, in practice, is mingled 
with development; replacement is much more a macroeconomic than an enterprisal 
category. However, a new factor has entered: price increase. The repayment 
requirement can entail only the actually invested nominal sum while the 
resource needed for replacement should be provided at replacement costs, 

that is, in real value (not to speak of the fact that the new installation is 
generally more modern and also more costly). Under such conditions, the 
withdrawal of part of the amortization will more sensitively drain the 
resources needed for replacement thanuunder unchanged price levels. 


Centralization Is No Help 


It is voiced by many that amortization, regardless of the results achieved, 
provides investment possibilities also in places where this would be 
unnecessary. This opinion appears to be partly confirmed by the current 
practice of support and amortization. But this would result not in the 
centralization of amortization but, in certain cases, in the inhibition of 
amortization. However, according to the views presented here, the source of 
amortization would be available to the enterprise only if the amortization 
would indeed be recovered in the price. 
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Otherwise, the centralization of amortization can be discontinued only if 

it does not increase the investment demand and if it does not cause such a 
loss of revenue to the state budget that it cannot be replaced in another 

form. 


As long as prices were based on costs, the price took care of the recovery of 
amortization irrespective whether it was indeed recovered. In the competitive 
industrial branches, since 1980, the situation is not completely identical 
with the previous one. But unfortunately, there are many exceptions to the 
price principle and, therefore, there hardly was any real change specifically 
in the amortization recovery. Thus considerable investment possibilities 
arise also in places of low effectiveness. Centralization of amortization 
does not remedy this but rather makes it worse because the good, effective 
enterprises are losing the corresponding fraction of amortization just as 

much as the weaker ones do. 


[f the support and taxation system remains unchanged, it would be simplest to 
prescribe for certain supports (not the consumer price support) that the 
enterprise has to repay the support received--up to the level of its 
amortization--in the course of the next tax payoff. Thereby, with relatively 
slight modification, the automatic withdrawal of capital from non-effective 


areas would be possible. 


In the interest of promoting technical development, the gradual introduction 
of accelerated write-off for machines and installations is advisable. The 
condition of this would be that this write-off be recovered and that it be 
the enterprise which fully disposes the amortization. 


The recommendations associated with the improvement of the amortization system 
can be summarized in the following: 


a) Amortization must be withdrawn gradually over a few years and at a more 
rapid rate in the competitive industrial sphere. 


b) Because the investment credits and the state loans were extended while 
presuming the withdrawal of amortization, th: rate of repayment must be 
changed in such a manner that the remaining amortization, over and above the 
originally prescribed installments, should be used almost automatically for 


credit repayment. 


c) The amortization rates of buildings can generally be lowered. Thus, on 
the one hand, the total amortization sum is reduced, on che other hand, 
production cost is reduced whereby profit and also the taxes on it increase. 


d) Im the general review of amortization rates, an attempt must be made to 
decrease the current over-regulation. 


e) An important requirement, also from the standpoint of budgetary balance, 

is that the enterprise which is either being subsidized or is operating at a 

loss should not be allowed to deduct amortization to the extent of its losses 
or subsidies or else the subsidy should be used for immediate repayment. 
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f) The use of accelerated depreciation presuming its eventual return must 
be generalized on the long range. 


The more extended use of tax relief would be advantageous. Tax relief could 
also supplant subsidy and budgetary allowances. Namely, in comparison with 
allowances, tax relief has the great advantage that relief may be granted 
(received) only from the taxes due, based on the realized profit. 


In the practice of capitalist countries, tax relief can be interpreted in 

two ways: they permit accounting which raises the costs and thereby the 
taxable profit (income) is decreased; or else they use a lower tax rate 

but, in general, they avoid the method of collecting taxes and then refunding 


them. 


In the Hungarian practice, the rates by which technical development funds 
(MUFA) are generated do not represent tax relief because technical development 
(with the exception of investment necessary for production income) is a real 
cost and, therefore, it will not qualify as profit utilization.*** 


For the capitalist enterprise it is most advantageous if its expenses are 
immediately (in the same year) recognized by the tax authorities. Essentially 
the same thought is expressed also by the technical development fund (™IFA) 
system, in the order of magnitude of the normalized measure. It is 
questionable whether centrally defined norms are needed. In the case of 
exceeded norms, there is no problem because the excess can also be accounted 
for as expense. Hovever, considaration should be given to whether it should 
be made possible for the enterprises to form a base even smaller than the 
norm--at their own risk. 


For reasons of profitability (ex. the development of export products 
suitable for the convertible market), some additional, preferential tax 
relief for the development costs could be figured out in our country as well. 


Intellectual "Capital" is Also Wealth 


At the present time, the allocations for research and development, MUFA and 
investments as well as their decision mechanisms are in dissonance. Because 
free conversion (between MUFA and investment) cannot be realized at present, 
the problem must be kept on the agenda and the possibilities of a solution 
must be examined as soon as our state of balance solidifies. 


The support of the technical development of small and intermediate 
enterprises must be considered. When certain research institutes are 
involved, refunding a portion of the arising costs could be advisable. 


The question should be addressed whether part of the subsidies for current 
capital expenses should be converted into tax relief. 


In the new value system of the world economy, intellectual-labor intensive 
products have become more valuable. Therefore, the earning capacity of 
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intellectual values (know ledge, experience, know-how) is also increasing. 
This is the reason why a certain part of intellectual values is globally 


recognized as capital wealth. 





In our national economic and business accounting system, intellectual values 
are not taken into account and, therefore, neither can they be handled as 
capital wealth. This method--among others--will also delay the development 
of engineering activity. 


The fact that we fail to calculate the value of intellectual capital has 
become a hindrance to progress. For instance, this hinders the producing 
enterprises in the conversion of their research development sections into 
engineering subsidiaries or joint enterprises, or the affiliation of research 
institutes with producing enterprises, or the establishment of subsidiaries 
that would utilize the research results. 


Our domestic practice does not contain any regulations concerning the 
allotment of "intellectual capital", it does not even recognize the concept 
as such, it merely refers to valuable cooperation. Thus, it is reasonable to 
modernize the evaluation and accounting systen of intellectual capacities. 


The Tariff Limitations of Innovation 


Tariffs save a sensitive influence on technical development. In addition to 
the tariff level, relative tariff ratios--the tariff structure--also play a 


significant role. 


The relatively high tariff level limits the possibilities of buying high 
standard technological installations that are not manufactured domestically 
because of the meager funds allotted for the development. The over-evaluation 
of the modern producing installations is in no way an automatic assurance of 
improved effectiveness but it definitely makes it more difficult to replace 


human labor by new technology. 


In the interest of technical development, it would be desirable if the tariff 
system would, at least, not be a deterrent to technical development. In those 
branches and product groups where our long-range goal is world market 
competitiveness, protective tariffs must be temporary. 


The situation is similar in the case of modern parts and semi-finished 
products. The relatively high tariff level limits their utilization thereby 
inhibiting and delaying the improvement of the technical quality of products, 
product changes and the modernization of product structures. 


In examining the correlations between the tariff system and the technical 
development, we cannot disregard the other effects and functions of the tariff 
system. It would not be realistic to submit every other aspect to the 
interest of technical development. Therefore, the stimulating effect of the 
tariff system on technical development must be analyzed while taking into 
account trade policy and budgetary interests. 
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As every high technology product in general, the foreign licenses (including 
know-how, organizational information, etc.), in accord with international 
practice, are free of tariffs also in our country. But the fees and expenses 
f licensing and the know-how purchased together with machines and 
installations are subject to tariffs. It is obvious that this regulation-- 
otherwise without parallel in international practice--does not serv: any 
kind of trade policy interest and can even less be justified in terms of 
protecting domestic production. Therefore, foreign licenses should be 


exempted from tariffs in every case. 





The handling of tariffs in the case of software products is also contrary to 
the interests of technical development. Software is also a high technology 
product, justifiably it also should be exmpted from tariff. This had indeed 
been the practice as long as the software was imported on paper. But, with 
advanced techniques, this is an exception today. In current practice, other 
media (magnetic tape, cassettes, disks) are being used increasingly. However, 
in the case of software imports, the customs offices employ the practice of 
setting tariffs in effect for media, but they use as taxable value the 
purchase price of the software not the value of the blank media. The tariff 
practice applied to software must be reconciled with the development which 
had taken place. The current procedure cannot be justified either in terms 
of foreign trade or industrial policy interests. 


In the years to come, no regulation can be recommended which would result in 
additional, considerable lowering of the tariff level over and above the 
obligations assumed at the Tokyo Conference. But the tariff ratios can be 
improved without noticeable increase in imports, and without hurting the 
trade and manufacturing policy interests. This cculd provide improved 
conditions for technical development at least with respect to the most 
modern techniques and high technology. 


Duty Free Enterprises 


Inasmuch as the enterprises and cooperatives possess sufficiency working 
capital, the system whereby duties are assessed in anticipation of completed 
processing should be abolished with the exception of products imported under 
the label of leased labor. Instead, a system of refunding average duties 
should be instituted which would be dependent on the foreign exchange intake 
and would be set for individual enterprises (or industrial branches). (This 
would also promote import savings.) However, because a rapid improvement in 
the financial condition of the enterprises cannot be expected, a series of 
simplifications should be made in the current regulations including such 
changes that not the awount of the merchandise but its value should be the 
basis for duty assessment. Large enterprises which process a considerable 
amount of imported material and market a large portion of their production 
under ccnvertible accounting should be declared duty free enterprises and 
thus regulations valid for duty free zones could be applied to them. It 
would be essential to apply the simplified procedure of assessment in 
anticipation of completed production to parts imported from capitalist 
sources for purposes of export in convertible trade. 
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In cooperative procedures the regulation should be modified in such a manner 
that the merchandise imported during the contract period should enjoy a 50 
percent duty reduction; the reduction should be extended not in the form 

of duty refund but at the time of customs inspection of the import, under 
the provision that completion of the export during the contract period 
subsequently must be certified. 


For rented or leased imported goods, it would be advisable to reinstitute 
the possibility of anticipatory duty assessment, but at least those goods 
which arrive for trail purposes should be handled in this manner. It also 
should be guaranteed if goods imported in such a manner are ultimately 
purchased in Hungary, then in accordance with the General Agreement on 
Tariffs and Trade (GATT) code of tariff values, tariff shoul’' be based on 
the value of this transaction. 


* National Technical Development Committee (OMBF) stuay No 23-8201-Et, 
titled: "Some Problems of the Modernization of State Guidance for Technical 


Development" Based on data of the study, the summary report was written by 
Dr Otto Gado. 


** On the topic see the article by Dr Otto Gado: "Will MUFA Have to be 
Dissolved?" in FIGYELO No 2, 1983. 


ake On tariff policy, see also the article by Miklos Breitner: "Also 
Researching the Financing" in FIGYELO No 17, 1982. 
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NEW ENTERPRENEURIAL FORMS STRUGGLING IN SERVICE SECTOR 


Budapest MAGYAR HIRLAP in Humgarian 15 Mar 83 p 5 


[Interview with Miklos Siman, director of the Service Research Institute, 
by Karoly Ban: “The Struggzle of the Service Industry: Competition Needs 
Competitors 7" place and date not given ] 


[Text] The reforms introduced in the third sector the 
last two-three years have beneficial effects on the 
economy. The new forms of enterprise and free pricing 
are being allowed in the service industry as well; but 
there is still a great struggle behind the curtains for 
an organizational reform. Several companies (e.e., in 
the 104 stores of the Marketing Enterprise for Optical, 
Fine Mechanical and Photographic Items) have introduced 
a system of profit interest. Things being to roll. This 
is in the consumer's interest although, quite frankly, 
the consumer is still unaware of it. The struggle was 
discussed with Miklos Siman, director of the Service 
Research Institute. 


Third sector? We are using this term in this article for 
denoting the economy's infrastructure and all services. 
The third sector, as its name reveals, followed the 
development of farming and industry in economic history. 
The infrastructure includes that part of national assets 
which does not produce and does not consume but without 
which the trio of production-distribut ion-consumpt ion 

is unthinkable. Everything is infrastructure--or 
service--that cannot be included in industry, the 
construction industry and farming. 


{Question} The number of complaints about the services is increasing among 
the complaints received by the People's Control Committee. Is it because 


people are becoming less tolerant? 


[Answer] The explanation is simple: when incomes are not increasing, 
living conditions become more important, and these in turn are greatly 
influenced by the services. The services thus became more valuable, and 
since the branch can only partially meet the demand, the flaws become more 
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apparent. The other cause of the dissatisfaction is of a structural nature. 
In the last decade the mechanization of households has increased signifi- 
cantly, there are many new products on the market, and the demand for 
warranty repairs increased. On the other hand, the majority of families 
was forced in the last two or three years to adopt a less wasteful life- 
style, resulting in the postponement of purchases; thus the demand for non- 
warranty repairs has also increased. The service industry was unable to 
keep up with this demand. 


[Question] Do we have a low capacity for repairs? 


[Answer] I would not say that. The demand for services is, as a whole, 
being met. At least quantitatively. There are, of course, areas of scarcity, 
and areas where the capacity is higher than the demand. There is an 
especially acute scarcity in home construction and maintenance or in the 
supply of telephones. On the other hand, rail transportation is over- 
developed although this resulted partly from unjustified cross-transports. 
But, concerning the quality of the services, it is a fact that they are 
beneath contempt in many areas... 


[Question] How do you view this unfolding? 


[Answer] The limited financial resources have a great effect on the third 
sector. Mainly because we arrived in several areas of the service industry, 
to the threshold where the capacities cannot be further extended, the string 
cannot be further stretched. There is a continuous debate going on between 
the industrial, agricultural and service branches about how much money each 
of them should be allotted. I can refer only to those arguments which 
support the service industry. First, it is an investment with almost no 
risk, for the money cannot be allotted to the wrong place: there are great 
shortages. Second, the inadequacy of the services has a negative effect 

on both production and consumption. Third, it is easier to gain the 
population's support for a service investment; people are ready to 
contribute to a sensible cause. Unfortunately, the management of service 
expansion today is overly centralized: the state often undertakes 
investment projects which should be implemented under market conditions 

or with the use of the population's capitals. The “higher” the level on 
which a decision is made the more difficult it is to activate the gray 
brain cells at the location involved. 


[Question] Consumer services, which are directly connected with the 
consumers, must be flexible and sensitive to the market. This speaks 
for the emall enterprises. 


[Answer] There have been some who thought that the proliferation of small 
enterprises will come about naturally in the consumer services. They 

were wrong. In the areas where the state does not interfere, the mammoth 
organizations are holding on. We must accept the fact that no one will 

say: “I am not needed..." It is well-known that 130-140 autonomous small 
enterprises were established through the Industrial Trust for Auto Maintenance 
and the Electrical Maintenance Enterprise of the Machine Industry; and I 
would add that this was done under much pain. 








[Question] Perhaps because, from the aspect of leadership prestige, the 
size of an enterprise still means more than efficiency? 


[Answer] This is only one reason for the difficult births. Another one 
is that good enterprises are not allowed to become independent from the 
mammoth organizations; the lesser ones would be allowed but they do not 
want to separate. Regarding the large organizations, it seems to me that 
they are affected less by the market, perhaps because they still do not 
believe that they, too, cam go bankrupt. Smaller wits are affected more; 
they are numerous today except where it would be the most important: in 
the consumer services. Real competition takes place only in the services 
of the construction industry where moonlighting and the do-it-yourself 
movement means competition. 





The services constituted 22 percent of the gross 
national production last year. Taking this as 100, the 
distribution of the various branches is as follows: 


transportat ion/commun ication 22 
trade 31 
water management 2 
personal/economic services 13 
health/social/cultural services 17 
communal/public services 15 


[Question] It is an indisputable fact that it is the service industry 
where there has been the least amount of enterprise. What is the cause 
of this? 


[Answer] First, it is still more profitable to moonlight than to be in 
business. Small enterpreneurs must pay taxes on half of their material- 
free incomes. I am sure that if taxes would be lower, today's moonlighters 
would also join the ranks. This would be beneficial for the state, too, 
for it would have 4 better quality control. At present the main obstacle 
of this control is that it would only increase the shortages, for one-third 
of the demand is being met by moonlighters. And the enterprises, too, 
could take a more decisive stand, for they know that much moonlighting is 
taking place during working hours and with enterprise material. But, for 
the time being the enterprises tend to close an eye afraid that their 

best workers will desert them... 


[Question] Putting a few exceptions aside, the services, too, are dominated 
today by free prices. Many people expected a miracle from this, saying 
that the service industry will not be interested. 


[Answer] Free pricing means guiding prices in practice, and these do 

not always express market values. We have made a survey which showed that 
a shop may charge the customer twice as much for the same work as another 
without being guilty of evading fixed prices. Repair services are 
individual and complex, the consumer does not understand them, consequently 
accepts the prices--what else could he do? This could be solved if 
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repairmen would charge overhead hourly wages in addition to the cost of 
material. Working time is the only standard which the citizen can 
understand, consequently this method would make public control possible. 


[Question] Services have said for years that there will be quality when 
there will be interest. There is not interest but quality has not improved 


a bit. Why not? 


[Answer] ONly competition improves quality. Where there is competition, 
e.g-, in floor fixing or taxi service, both prices and quality are 
acceptable. By the way, the qualify of the services is extremely complex. 
The driver's anecdote is well-known: the repairman fixed the car with a 
single blow of a hammer and asked 100 forints for it. The driver 
exclaimed angrily, "How can you charge 100 forints for this?!" The 
repairman's answer is that the blow was only 2 forints, but hiw knowledge 
of where exactly to hit was 98 forints. 


Proportionate share of the third sector in the 
economy (per 100). 


Year Number Fixed Assets 


1950 25 73 
1960 27 65 
1970 32 58 
1980 38 53 
1983 40 52 


[Question] The number of workers in the services shows a worldwide 
increase, especially in the industrial states. And in our country? 


[Answer] Forty percent of the wage earners are working the third sector. 
According to estimates, this will go up to 50 percent by the end of the 
century, thus every other man will work in the services. In my opinion, 
this already today would present new demands in our training system, but 
at present few people reckon with it. Today the repairman should not only 
be taught where to hit with the hammer but also how to deal with the 
customer, what buyer psychology is. For this is part of quality. 
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NEED FOR GREATER FREEDOM IN FINANCIAL, DECISION-MAKING MATTERS 
Budapest MACYAR HIRLAP in Hungarian 3 Mar & p 8 


[Interview with Dr Zoltan Gal, subunit chief of the party's Central 
Committee: "Where Is the Organization of Councils Now? Chances of Local 
Autonomy." Date and place not given.] 


[Text] The Hungarian council organization has been in the last years 
going through a continuous renewal, modernization and simplification. 

The question will be unavoidable: how long can the organization be in 
“constant motion"? Or if this motion is necessary, what justifies it? 
What kind of earlier decisions affect the improvement of council work, 
i.e., what can be learned retrospectively from the necessary detours? 

We were discussing this, and the council organization's most important 
tasks, with Dr Zoltan Gal, subunit chief of the party's Central Committee. 


[Question] Let us begin with the main characteristics of the past ten 
or fifteen years. What are they? 


[Answer] No doubt, the demarcation line is the stand of the Central 
Committee and the Council of Ministers they took at their joint meeting 
in April 1970, and the resulting third law of councils. We all know now 
why. But it is important to establish that the past, present and future 
work of the councils cannot be evaluated without considering the society's 
given condition, the direction of its development, and without clarifying 
what society can--and does--expect from the councils and vice versa. In 
the above period a council law was needed within the framework of which 
the organization and activity could be coordinated with the direction of 
social development that was then centrally determined. Saying it more 
simply, a "stand" was needed which simultaneously guaranteed the implemen- 
tation of the central will and local autonomy. The principles related to 
the definition of the councils’ place and role and to the cooperation 
between the central and council organs were similar to the tendencies of 
processes taking place in other areas of our social and economic life, 
i.e., they influenced the main direction. The years showed that this 
approach was right. Although not without contradictions and difficulties, 
it freed such energies and started such beneficial processes which became-- 
and still are--indispensable from the viewpoint of our social and economic 
life as a whole. 
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Instead of Flag Waving 


[Question] Thus it is not possible to look at the council organization by 
itself, without reference to anything else--this is natural. And it is also 
natural that we must compare it with the given stage of socialism and its 
concrete tasks and goals. But is the reverse also true? That is, if social 
development entails emporary difficulties, must be "restrained?" the 

work of the councils unavoidably. 


[Answer] True, it seems almost redundant to say that the councils must 
follow social movements. But this is easier said than done. In connection 
with this, let me return to the question raised in the introduction: how 
long can the organization be in constant motion? I think, precisely 
because the organization, the definition of authority and thework style, 
etc., must follow the changing circumstances, we cannot reckon with an 
ideally balanced situation in this regard in the future either alt hough 
we know that everything has its own problems and difficulties but it would 
be a mis-ake only to wave the flog of stability in referring to then. 
Regarding “restraint”: if we think of the glamorous investments and 
developments of the early 1970's which affected almost every branch, then 
in this sense--but only in this sense--I must answer the quest ion 
affirmatively, at least in reference to the present and the imminent 
future. It is also certain that in such a situation certain “reflexes” 
of centralization may become stronger--with many supportive arguments. 
But I think that the goals formulated by the 12th congress, the further 
development of the socialist democracy, the intensification of society's 
socialistic attributes, and the improvement of the population's living 
standards can be implemented only through the responsible and active 
participation of the council's important prerequisite of which is their 
greater autonomy. In my opinion, the characteristics of the present 
period of our development point to an appreciation--if I may use this 
term--rather than a restraint of the work of the councils. , 


In the Foreground: the City and the Town 


[Question] Let us concentrate in the following part of our discussion 

on a key word--which includes hundreds of various concepts--which is: 
autonomy. City and town councils have currently been under cross-fire 

of debate. “What are the rights today of a local organization? In 

the present system of distribution almost everyone dictates and prescribes 
everything to us, how could we speak of autonomy here or of the 
responsibility of an elected "tation?" many people ask. 


[Answer] I totally agree with au: ay as a key word if another concept 
is added to it, that of responsibility. Citizens may live in Borsod, 
Szabolcs or Somogy megye, in Transdanubia or the Great Plain but they 

live in a certain residence. Thus if we expect or ask them to participate 
more in the development of that residential area, then we must also 
create the conditions for that, mainly through the expansion of the rights 
and the possibilities of the municipal councils, including financial 
questions as well. Only this way can we build an adequate political and 
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moral basis tor the population to identify even more with the destiny 

of its home place and to participate in its activities. The expansion of 
the local councils’ field of action is also a condition for the representa- 
tion of the interests of residences at the megye council. And since the 
good or bad work of the organization, the officials and the apparatus 
become more apparent for the population through a greater autonomy, its 
interest and role in controlling the councils will no doubt increase. 

I do not think it is necessary to further elaborate on the politicai 
significance and merits of this. I think, then, that the main immediate 
task in improving the work of the councils is to remove, as much as 
possible, all obstacles blocking the increase of the weight and role of 
the municipal councils and at the same time create the conditions for these 
councils to become even more the actual and responsible leaders of the 
people living there. 





[Question] Is “risk”, for example, included in this concept? 


[Answer] Of course! All kinds of autonomy include, from a certain aspect, 
some tisk. For example, we cannot expect that all decisions made by all 
councils will be beneficial for all branches. By the way, this is not the 
case now either. There will be, no doubt, some conflicts in the future 

as well. But the social and political risk would be much greater were we 
not confident in the maturity of the local councils and were we not trying 
to eliminate the attitude of "I will take care of you". At the same 

time, it is no accident that | emphasize: atuonomy and risk are related 
categories. For autonomy is hardly a one-way street, it includes not 

only rights but also duties and responsibility. By the way, it is my 
conviction that the local councils will be able to use their rights 
adequately, to assess their possibilities realistically, to become even 
more open to the citizens, and to coordinate their efforts with the goals 
of the entire society. The organizations have become mature and grown- 

up enough that we can be confident in this. Of course, our tolerance 
level--as well as the style and means of the central and megye management-- 
must be adjusted to the increasing role of the local councils. 


[Question] This justified confidence may, however, still raise several 
doubts. For example: What is the present stage of council democracy? 
How big is the decisive role of the organizations in practice? How 
prepared are the council members?--and so forth. I think, we can hardly 
speak of independence and autonomy without these. 


[Answer] I do not think it is possible to answer everything within this 
conversation. Particularly since several aspects of the question 
inherently lead beyond the council organization. I think we can state 
with confidence that the work of the councils became much more open in the 
past years, and the public relations of the councils became more intensive. 
The fact that significant social programs were implemented in the past 
years with less money speaks for itself. In spite of this, there are 

many tasks. In order to improve the prestige of the organizations, it 
would be necessary, for instance, to analyze the relationship between the 
leadership and the organization. We were saying a few years ago: the 
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orgainzation should not deal with details but should relinquish certain 
powers to the executive committee, i.e., the leadership. But it seems 
that we have gone to the other extreme now: the effort above has been so 
successful that the representative organ exercizes its “authority"”--with 
a little exaggeration--by relinquishing it to the executive committee. 

The other constant topics are: Are the council members active? Do they 
understand their work? Is there too much bureaucracy? I would not 
protect the council members so much either from work or from paper! Of 
course, if our goal is that everyone make decisions according to his 
mental capacity, heart and interests, then no one should try to tell 
“from above”, for example, how many pages of proposals should be presented 
to town councils. No one would want to do their thinking for them. In 
my opinion, the council members are capable of fighting their own way for 
the good of the community on the basis of their authority as its represen- 
tatives. Our social conditions and public life do create the necessary 


conditions for this. 
Autonomy is Multifaceted 
[Question] In closing, let us hear a few thoughts on autonomy. 


[Answer] It is often heard in the council circles: no money, no autonomy. 
It is my conviction that this cannot be approached this way. What kind of 
autonomy is familiar only with investments and construction and pays much 
less attention to public life, for example, the matters of school 
education, culture, people's spiritual life? I could go on. These 
responsibilities should not have been considered in the past as secondary, 
so much the less should they be considered as such in the future. In 
summary: The program of a decisive and consistent improvement of the 
councils’ work has been formulated in the various party decisions, and 

its implementation is already in progress. The goai is to be consistent 
in this implementation on the basis of the experiencvws and opinions of 
the council members and the leadership. 
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POLAND 


OFFICIAL SCORES PRICE SETTING FORMULAS, PROPOSED PRICE INCREASES 
Warsaw TYGODNIK ROBOTNICZY in Polish No 8, 20 Feb 83 p 6 
[Article by Grazyna Garlinska: "The Struggle Between David and Gol iath”"] 


[Text] In the face of "a price race", which is taking place 
place in our market, the consumer feels completely help- 
less. He pays whatever price is asked for his goods with- 
out a murmur. The Public Price Commission is trying to 
defend the interests of the consumer, who is lost in this 
price mess. The commission was appointed by the Consumers’ 


Federation a year ago 


We spoke with th secretary of the Public Price Commission, 
Marian Gorski, abo it its activities. Dr Gorski is also a 
tutor in the Administration Department at the University of 


Warsaw. 
[Question] Do you feel that you are needed? 


[Answer] I think so. We became convinced of this when we were on the radio. 
About 500 people would call us in a period of several hours and ask about the 
most varied subjects. Most often, they would ask why prices are rising while 
the quality of goods keeps going down in the meantime, from one day to the 
next. They cited specific examples and asked us for help. 


We also would receive many letters. There were especially a lot of them 
dealing with the so-called "price shock". Investigative activity dominated 
then. We settled certain items ourselves; others we passed on the various 
"competent" agencies. We now receive fewer letters. It seems that people have 


adopted a wait-and-see attitude. 


[Question] Or maybe they no longer believe in the efficiency of your activity? 
What have you succeeded in settling up until now? 


[Answer] Well, to be sure, there were more issues which we could not settle 
as opposed to those which we could. However, let us begin with our successes. 
We reached a point when manufacturers were returning payments to customers 
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for standard furniture purchased earlier, when prices went down in the spring 
of last year. 


Usually, payment for services commissioned before the end of last year was 
required according to new prices. Many examples of selling goods at high 
prices, manufactured before price increases, also caused indignation amng 
the consumers. We also settled this in favor of the consumer. 


Thanks to our intervention at the Office of Pricing, the price of goods 

for sick and disabled people were lowered, among other things, for rehabilita- 
tion equipment - orthopedic footware and devices for measuring blood pressure. 
We were successful in gaining changes in children's articles. Many articles 
became inexpensive because manufacturers did not have to pay the turnover 

tax, Others were subsidized. As a result of our initiative, the Office of 
Pricing Setting expanded considerably the list of regulated prices, which, 

as is the duty of the Public Pricing Commission, worked to the advantage of 
the consumer. 


jQuestfon] Don't you think, however, that a further introduction of regulated 
pricing will frustrate the incentive for effective management at the enter- 
prise? 


[Answer] Yes and no. If an enterprise abuses its authorization, then it is 
time to straighten it out. And this is also not suitable for reform. It is 
even, I would say, a move "for reform’, since one of the most extensive pre- 
cautions over reform is inflation, which is "released" especially by reform 
activity. If reform is advanced too far and the public does not accept it, 
then the authorities can state it so in the name of the public one fine day. 
Enough of this reform. No one wants reform if only prices rise. Even the 
most perfect economic-financial system will have to fall if it produces 
inflation. On the other hand, if they fight reform, then it will be viewed 
as a proof that reform is a part of this phenomenon. For this reason, the 
penalty for the regulated prices of these enterprises which fan inflation 

is a move "for reform", not against it. 


It is another matter how the minister uses his authority for pricing in the 
area of regulated prices. Unfortunately, many different things happen here. 
An example. In the cooperative, "Pinokio", it was "revealed" that the plant 
uses a 60 or 70 percent profit rate in its pricing for gum whistles (toys 
for children). But this ended for them when regulated pricing was introduced. 
It has turned out, however, that this was not the best example, because this 
cooperative produced its product with secondary resources and for this rea- 
son, the costs were lower here than for other producers. Also, for this 
reason, the profit rate was higher. The result was a lowering in the price 
of these whistles by 1 or 3 zloty from around 45 zloty. Thus, the scale of 
change in comparison to the amount of noise raised over the issue was not 
very great. Therefore, I constantly repeat myself in that the minister 
should use his authority only in well-thought out instances. 


[Question] After a year's activity, have you succeeded in influencing any 
plant to change its pricing policy vis-a-vis its product? 
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[Answer] That happens rarely. However, it does happen that manufacturers 
do react to our cOmments. Those were decisions, however, which did not con- 


cern your everyday articles; those price changes which did occur because of 
Our comments turned out to be only marginal. 


[Question] What data determinc how you will deal with the manufacturers? 


[Answer] Generally, it is the consumer who informs us of new prices. We then 
watch the indicated item for a time and if the consumer's comments are sub- 
stantiated, then we send a memo to the Office of Pricing suggesting that 

the article's price be lowered. Or we might approach the manufacturer and 
ask him how much it costs to produce the iten. 


[Question] And does the manufacturer cooperate? 


[Answer] Yes, he does. He probably figures that there is not much we can 
do to him anyway. 


[Question] And can you do anything to him? 


[Answer] Not really. The manufacturers who accept our comments can only 
gain by it. We are letting them know more quickly than the market that there 
is a problem. Also, it is their attempt at good will. 


On the other hand, our experience has shown us that it is difficult to un- 
cover amy real wrongdoing in price setting on the basis of analysis. We can- 
not say that this or that enterprise is cheating because these or those 
figures are incorrect, mistaken, or falsified. The problem is that the 

costs inherent in these calculations are very high, and they are high be- 
cause the enterprise actually has to bear them. The most important deter- 
mination is whether these high costs are justified or are the result of 

only waste, poor organization, etc. This can only be determined by observing 
what is going on at the enterprise over a period of time. 


However, higher prices can aslo be the result of a too high profit rate. Pro- 
fit is determined to be only 20 percent in regulated prices; on the other 
hand, there is no limit when prices are agreed upon. It is not easy to say 
that a 30 or 50 percent profit margin is too high or acceptable for any 
particular article. The profit also depends on the type of article and the 
situztion at the enterprise. When one is only calculating or analyzing, it 

is no easy to see all of these variables. 


[Question] Do you only consider the manufacturer's finished product when 
setting prices? 


[Answer] Of course not. The entire commercial cycle influences the price 
level: commerce takes its share, the state collects its tax and the manu- 
facturer has his costs and also wants a proft. From the start, it seems to 
us that there is just one huge mess in these matters. For instance, the 
commercial profit margins for particular goods are extremely differentiated. 
These differences are not based, however, on costs, which commerce has to 
spend to sell its goods. We repeatedly checked into this. 
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The tax policy also raises doubts. If one looks at the burden caused by the 
turnover tax on particular goods, then it is difficult to discover any real 
substantiation for it on principle. 


There is a 50 percent turnover tax for razor blades and only a 30 percent 
turnover tax in the price of hunting weapons. Where is the substantiation 
for this? 


We would like to see the individual components of any price made clear. 

There would then be no rash adoption of a decision on the size of the 

profit margin or tunmrover tax. Another example. In September of last year, 
the minister raised the turnover tax rate for many articles labeled at 

luxury. Among these were articles of everyday use such as outdoor footwear 
with leather tops, scissors and bandages for shaving, "Bryza" laundry powder 
and watches. We submitted our reservations on this matter not only on its 
merits but also formally to the finance minister. We also submitted a request 
for a clarafication of the price components. Both our reservations and 
request also went to the Office For Pricing and the Sejm. 


[Question] What is your opinion on the recently proposed price increases? 
Were you consul ted? 


[Answer] Yes, we spoke with Minister Krasinski about them. We do not care 
for these new increases. We have deviated from real price reform, with which 
many hopes were tied. After all, this was to be one of the mechanisms of 
reform which was to have had an effect on quality, supply, etc. This is also 
what happened in the 1970s and their incredible increases. The recent in- 
creases are of exactly the same nature. Prices have ceased to be regulators 
of reform. They have become the accepted way of exacting money. And this is 


only our first reservation. 


Our second: these price setting decisions do not protect the least well-off 
businesses. A certain quantity of alcohol and cigarettes makes up an every- 
day food basket. A price increase in alcohol, therefore, leads to an in- 

crease in the daily expenses of every family, including those most impover- 


ished. 


A third consideration: In our opinion, this decision also propels the general 
inflation mechanism forward. This is chiefly associated with the price in- 
crease for gasoline. Gasoline is not, as some would say, a luxury item. 

A price increase in gasoline will inevitably result in price increases in 
eggs, grain and the like, because farmers’ production costs will also rise. 

A price change for gasoline will influence essentially the production pro- 
fitability of the entire service area - both for those who produce privately 
as well as for the state. Ina word, this price increase will affect the 
prices of other commodities. 


[Question] What are your plans for the future? 
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[Answer] Above all, we would like to influence mre effectively the national 
policy for price setting. We would like to see that our opinion count for 
something when decisions affecting the market were made. Our opinion would 
certainly mean more if the Public Pricing Commission activity remained within 


legal parameters. 


We thoroughly analyze different pricing problems at our commission's meetings; 
we then send proposals to the Office of Pricing, the finance minister and 
other competent agencies. We are sorry, however, that none of our proposals 
has been acted upon. We hope that this will change in the future. 


{TB} Thank you for the interview. 
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POLAND 


SPECIAL CURRENCY EXCHANGE RATE TABLES PUBLISHED 
Exchange Rate Table No 11 


Warsaw TRYBUNA LUDU in Polish 14 Mar 83 p 7 


[Text] Announcement of Exchange Rates Table No 11/83, effective 14 March 
1983, by Leszek Urbanowicz, for the president of the Polish National Bank, 
on 14 March 1983. 


I. Foreign-currency exchange rates in zlotys for countries of the first 
payments area [socialist countries] for commercial and noncommercial pay- 
ments remain unchanged. 


In purchases of travelers’ checks for rubles, issued by the USSR Foreign 
Trade Bank and payable outside the USSR in the currency of the country 
where cashed, an exchange rate of 11,926.39 zlotys per 100 rubles is 
applied. 


Il. Foreign-Currency Exchange Rates in Zlotys for Countries of the Second 
Payments Area [Capitalist Countries]. 


[Table on following page] 





Exchange Rates Table No 11/83 




















Foreign 
Exchange Money 
Pur- Pur- Aver- 
Curr chase Sales chase Sales age 

Country Symb Currency “ 5 1 2 6 
Saudi Arabia 771 1 rial*** 24.84 25.08 -- -- 24.96 
Australia 781 1 Aust. dollar 73.35 74.09 72.25 75.19 £73.72 
Austria 786 100 schillings 508.58 513.70 500.92 521.36 511.14 
Belgium 791 100 francs 181.33 183.15 178.60 185.88 182.24 
Denmark 792 1 kroner 9.94 10.04 9.79 10.19 9.99 
Finland 780 1 markka 15.87 16.03 15.63 16.27 15.95 
France 793 1 franc 12.53 12.65 12.3% £12.84 12.59 
Greece 724 100 drachmas 103.07 104.11 89.34 105.66 103.59 
Spain 785 100 pesetas 65.01 65.67 64.03 66.65 65.34 
Holland 794 1 florin 32.23. 32.55 31.74 33.046 32.39 
India 543 100 rupees*** 860.46 869.10 -- -- 864.78 
Ireland 782 1 pound*** 118.13 119.31 -- -- 118.72 
Japan 784 100 yen 36.02 36.38 35.48 36.92 36.20 
Yugoslavia 718 100 dinars 102.22 103.24 88.60 104.78 102.73 
Canada 788 1 Can. dollar 69.85 70.55 68.80 71.60 70.20 
Kuwait 770 1 dinar*** 292.71 295.65 -- -- 294.18 
Lebanon 752 1 pound 20.96 21.16 20.63 21.47 21.05 
Libya 651 1 dinar*** 288.61 291.51 -- -- 290.06 
Luxembourg 790 100 francs 181.33 183.15 178.60 185.88 182.24 
Norway 796 1 kroner 11.97. 12.09 11.79 12.27 12.03 
Portugal 779 100 escudos 91.88 92.80 79.63 94.19 92.%4 
FRG 795 1 mark 35.74 36.10 35.20 36.64 35.92 
United States 787 1 dollar* 85.44 86.30 84.15 87.59 85.87 
Switzerland 797 1 franc 41.72 42.146 41.09 42.77 41.93 
Sweden 798 1 kroner 11.49 11.61 11.32 11.78 £11.55 
Turkey 627 100 pounds 38.83 39.23 33.66 39.81 39.03 
Gr. Britain 789 1 pound** 128.81 130.11 126.87 132.05 129.46 
Italy 799 100 lira 6.04 6.10 5.24 6.19 6.07 
Iran 646 100 rial*** 100.72 101.74 99.21 103.25 101.23 

*Valid also in clearing accounts with the following countries: Bangladesh, 


Brazil, Ecuador, Greece, Iceland, Kampuchea, Colombia, Lebanon, Pakistan, 
Peru and Iran. 


**Valid also in clearing accounts with the following countries: 


Pakistan. 


Nepal and 


***The Polish National Bank does not purchase money in these currencies. 
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Exchange Rate Table No 12 
Warsaw TRYBUNA LUDU in Polish 21 Mar 83 p 4 


[Text] Amnouncement of Exchange Rates Table No 12/83, effective 21 March 
1983, by Leszek Urbenowicz, for the president of the Polish National Bank, 
on 21 March 1983. 


I. Foreign-currency exchange re 2s in zlotys for countries of the first 
payments area [socialist countries] for commercial and noncommercial pay- 
ments remain unchanged. 


In purchases of travelers’ checks for rubles, issued by the USSR Foreign 
Trade Bank and payable outside the USSR in the currency of the country where 
cashed, an exchange rate of 11,835.29 zlotys per 100 rubles is applied. 


Il. Foreign-Currency Exchange Rates in Zlotys for Countries of the Second 
Payments Area [Capitalist Countries]. 


[Table on following page] 
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Exchange Rates Table No 12/83 

















Foreign 
Exchange Money 
Pur- Pur- Aver- 
Curr chase Sales chase Sales age 
Count ry Symb Currency - 5 l 2 6 

Saudi Arabia 771 1 rial*** 24.74 24.98 -- -- 24.86 
Australia 781 l Aust. dollar 74.76 75.52 73.646 76.64 £75.14 
Austria 786 100 schillings 509.76 514.88 502.07 522.57 512.32 
Belgium 791 100 francs 188.02 189.90 185.18 192.74 188.96 
Denmark 792 l kroner 10.03 10.13 9.88 10.28 10.08 
Finland 780 1 markka 15.87 16.03 15.63 16.27 15.95 
France 793 1 franc 12.76 12.88 12.56 13.08 12.82 
Greece 724 100 drachmas 102.50 103.54 88.84 105.08 103.02 
Spain 785 100 pesetas 65.47 66.13 64.48 67.12 65.80 
Holland 794 1 florin 32.32 32.64 31.83 33.13 32.48 
India 543 100 rupees*** 859.38 868.02 -- -- 863.70 
Ireland 782 1 pound*** 118.94 120.14 -- -- 119.54 
Japan 784 100 yen 36.05 36.41 35.51 3.95 36.23 
Yugoslavia 718 100 dinars 105.03 106.09 91.04 107.67 105.56 
Canada 788 1 Can. dollar 69.58 70.28 68.53 71.33 69.93 
Kuwait 770 1 dinar*** 291.47 294.39 -- -- 292.93 
Lebanon 752 l 20.21 20.41 19.90 20.72 120.31 
Libya 651 1 dinar*** 287.17 290.05 -- -- 288.61 
Luxembourg 790 100 francs 188.02 189.90 185.18 192.74 188.96 
Norway 796 1 kroner 11.98 12.10 11.80 12.28 12.04 
Portugal 779 100 escudos 91.48 92.40 79.29 93.78 91.94 
FRG 795 1 mark 35.85 36.21 35.31 36.75 36.03 
United States 787 1 dollar* 85.08 85.94 83.80 87.22 85.51 
Switzerland 797 1 franc 41.71 42.13 41.08 42.76 41.92 
Sweden 798 l kroner 11.53 11.65 11.36 11.82 £11.59 
Turkey 627 100 pounds 40.06 40.446 34.71 41.06 40.24 
Gr. Britain 789 1 pound** 128.64 129.94 126.70 131.88 129.29 
Italy 799 100 lira 6.07 6.13 5.26 6.22 6.10 
Iran 646 100 rial*** 100.30 101.30 98.78 102.82 100.80 
*Valid also in clearing accounts with the following countries: Bangladesh, 


Brazil, Ecuador, Greece, Iceland, Kampuchea, Colombia, Lebanon, Pakistan, 


Peru and Iran. 


**Valid also in clearing accounts with the following countries: 


Pakistan. 


Nepal and 


***The Polish National Bank does not purchase money in these currencies. 
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Exchange Rate Table No 13 


Warsaw TRYBUNA LUDU in Polish 28 Mar 83 r 7 


[Text] Announcement of Exchange Rates Table No 13/83, effective 28 March 
1983, by Leszek Urbanowicz, for the president of the Polish National Bank, 


on 28 March 1983. 


I. Foreign-currency exchange rates in zlotys for countries of the first 
payments area [socialist countries] for commercial and noncommercial pay- 
ments remain unchanged. 


In purchases of travelers’ checks for rubles, issued by the USSR Foreign 
Trade Bank and payable outside the USSR in the currency of the country 
where cashed, an exchange rate of 11,883.24 zlotys per 100 rubles is 
applied. 


Il. Foreign-Currency Exchange Rates in Zlotys for Countries of the Second 
Payments Area [Capitalist Countries]. 


[Table on following page] 





Exchange Rates Table No 13/83 


Country | 





Sesdi Arabia 
Australia 
Austria 
Belgium 
Denmark 
Finland 
France 
Greece 
Spain 
Holland 
India 
lreland 
Japan 
Yugoslavia 
Canada 
Kuwait 
Lebanon 
Libya 
Luxembourg 
Norway 
Portugal 
FRG 

United States 
Switzerland 
Sweden 
Turkey 

Gr. Britain 
Italy 

Iran 


Curr 


Symb 


771 
781 
786 
791 
792 
780 
793 
724 
785 
794 
543 
782 
784 
718 
788 
770 
752 
651 
790 
796 
779 
795 
787 
797 
798 
627 
789 
799 
646 





*Valid also in clearing accounts with the following countries: 

















Foreign 
Exchange _Money_ 
Pur- Pur- Aver- 
chase_ Sales chase Sales age _ 
Currency 4 5 1 2 6 
1 rial*** 25.02 25.28 -- -- 25.15 
l Aust. dollar 74.48 75.22 £73.35 76.35 74.85 
100 schillings 508.11 513.21 500.45 520.87 510.66 
100 francs 180.44 182.26 177.72 184.98 181.35 
l kroner 10.06 10.14 9.89 10.29 10.09 
1 markka 15.91 16.07 15.67 16.31 15.99 
l franc 11.96 12.08 11.78 12.26 12.02 
100 drachmas 102.83 103.87 89.13 105.42 103.35 
100 pesetas 63.76 64.40 62.80 65.36 64.08 
1 florin 31.96 32.28 31.48 32.76 32.12 
100 rupees*** 865.93 874.63 -- -- 870.28 
1 pound*** 112.67 113.81 -- + 113.24 
100 yen 36.00 36.36 35.46 3.90 3.18 
100 dinars 104.34 105.38 90.43 106.96 104.86 
1 Can. dollar 70.34 71.046 69.28 72.10 70.69 
1 dinar*** 294.37 297.33 -- -- 295.85 
1 pound 20.60 20.80 20.29 21.11 20.70 
1 dinar*** 290.74 293.66 ae -- 292.20 
100 francs 180.44 182.26 177.72 184.98 181.35 
l kroner 11.97 12.09 11.79 12.27. 12.03 
100 escudos 92.06 92.98 79.79 94.37 92.52 
l mark 35.64 36.00 35.10 36.54 435.82 
1 dollar* 86.08 86.94 84.78 88.24 86.51 
1 franc 41.57 61.946 40.90 42.56 41.73 
l kroner 11.47 11.59 11.30 11.76 11.53 
100 pounds 39.26 39.66 34.03 40.25 39.46 
1 pound** 126.84 128.12 124.93 130.03 127.48 
100 lira 5.98 6.04 5.18 6.13 6.01 
100 rial*** 101.47 102.49 99.94 104.02 101.98 
Bangladesh, 


Brazil, Ecuador, Greece, Iceland, Kampuchea, Colombia, Lebanon, Pakistan, 
Peru and Iran. 


**Valid also in clearing accounts with the following countries: 


Pakistan. 


Nepal and 


***The Polish National Bank does not purchase money in these currencies. 


cso: 


2600/717 
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ROMAN LA 


INFORMATION SYSTEMS VITAL TO WORKING OF BCONOMIC MECHANISM 
Bucharest ERA SOCIALISTA in Romanian No 24, 25 Dec 82 pp 16-18 


Gatide by Prof Dr Ilie Vaduva: "Effectiveness Under the New Econoric- 
nancial Mechanism” 


Cons/ As Nicolae Ceausescu said in his Report to the National RCP Conference, 
must understand that application of the new economic mechanism means that 
every unit must operate on the principles of self-management and self-adninis- 
tration profitably and with economic effectiveness.” 


Highly effective use of social labor resources is characteristic of a balanced 
economic growth, and it is a prime necessity now that Romania is comsitted to 
the broad revolutionmy process of transition to a new quality in all activities. 
This necessarily means that the output of material goods must be increased ani 
diversified, and the widest possible range of use values meeting Romanian socie- 
ty's constantly growing demands qualitatively and quantitatively must be obtain- 
ed, with a high social and economic effectiveness ani more productive use of raw 
materials on the basis of a high labor productivity and with the lowest possible 
costs per unit of output and of useful effect. 


As Party Secretary General Nicolae Ceausescu said in his Report to the National 
Party Conference, a high economic effectiveness ultimately determines the extent 
of accwmlation and the proportions and intensity of expanded reproduction and, 
consequently, the more intensive development of material goods production and 
improvement of the entire people's living standard. This view actually lends 
measure and substance to the party secretary general's rule that economic effec- 
tiveness is indispensable to any socioeconomic activity. 


The measures taken like application of the new economic mechanism and improve- 
ment of the price correlation, for example, made it possible in all areas of 
raterial goods production to conduct a profitable activity based on extensive 
use of the economic-financial levers. By permitting emphasis on the intensive, 
qualitative factors, this enables the enterprises to produce more and better and 
in a high quality at the lowest possible costes per unit of output, which ulti- 
mately means higher net incomes for the enterprises and a higher national income 


as the basis of social progress and prosperity. Therefore there are no longer 
any reasons why an enterprise or a given activity should be unprofitable unless 
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the respective collective mismanages the material and financial resources en- 
trusted it by society, manufactures products with heavy inputs of raw raterials, 
materials and energy resources, or uses old and highly energy-intensive techno- 
logies. Accordingly the substantial growth of economic effectiveness depenis on 
whether every worker, whether he is a laborer, engineer, technician or economist, 
makes the same effort to make better use of raw materials ami reduce the speci- 
fic inputs, to conserve fuels and electric power, to replace old, energy-inten- 
sive technologies and to rapidly promote the highly reliable and more productive 
products of light weight that he does to fulfill the production tasks. 


The increasingly rapid economic growth rate imposed by the scientific-technical 
revolution makes it necessary to promote the most efficient methods of producti- 
on management and socioeconomic forecasting. In view of the proportions and con 
plexity of material goods production in Romania today, scientific management and 
high profitability are impossible without information systems to help in the 
performance of the functions of the economic mechanisn. 


The role of information has increased so much that the results of economic acti- 
vity directly depend on whether the managers have the data at their disposal that 
are needed to fulfill their responsibilities and functions. Therefore from the 
standpoint of management science both making and implementing decisions and, in 
peneral, any human action require precise, adequate and well-organized informa- 
tion supplied at the time when the respective process calls for it. 


The way the information system affects any kind of activity is indicated not on- 
ly by the growing complexity of the problems management has to resolve on the mi- 
croeconomic and macroeconomic levels and the intensified social division of la- 
bor, but also by the greater interdependence of the national economies cue to di- 
versification of the international division of labor. The latter is an objec- 
tive process, but it is going on against the background of the acute and prolong- 
ed world crisis in raw materials, complicating the restrictions appearing in the 
world economic cycle and requiring adjustment of the operating mechanism of the 
national economy to the new national and international conditions, This makes 
it vital to maintain the economio-financial balance through precise evaluation 

of domestic resources and their efficient use to accomplish an effective exchange 
of activities on the foreign market. And this requires information conveying as 
complete a picture as possible of the technical-scientific, economic and social- 
political factors both for the current period and especially for the long-range 
one, so that the most effective developmental strategy can be adopted to avoid 
the bad effects caused for objective or subjective reasons by any kind of crisis. 


The party's and state's constant effort to substantiate and apply an effective 
strategy for rationalizing socioeconomic development is fully integrated with 
the system of economic information on every economic phenomenon and process and 
the evolution of the national economy as a whole. In stressing the necessity 
of high economic effectiveness in organisation of the national economy and de- 
velopment of the productive forces on the basis of current scientific and tech- 
nical advances, Nicolae Ceausescu said in his Report to the National Party Con- 
ference that this objective "requires better financial discipline and order in 
all unite and sectors of activity. Every socioeconomic unit and every sector 
must have a budget of incomes and outlays and provide for its self-financing.” 
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Sorn of the necessity of fostering and encouraging efficiency, quality and con- 

petitiveness in all sectors of socioeconomic activity, the new mechanism can op- 
erate most productively only with precise information on the resources that can 

be placed in economic circulation and the way they are expemied, as well as the 

useful results obtained and the effectiveness of the effort made. And as it ws 
determined during the proceedings of the National Party Conference, a number of 

reasons for disruptions or difficulties in the operation of the economic mechan- 
ism arz to be found in the faulty economic information service on various organ- 
izational levels and inadequate use of the information in investigation, manaze- 
ment and decision-making. 


All that makes it necessary to meet some requirements upon which optimal opera- 
tion of the information system depends. Economic information mst reflect the 
nature of the economic phenomena and processes and the prevailing trend in their 
evolution. It must be factual, indicating the good or bad results as well as 
the reasons for them, it must be based on uniform criteria for collecting and 
processing that will ensure compatibility of decisions on all organisational le- 
vels, etc. 


Development of the role of the Uniform National Plan, accompanied by a shift of 
emphasis in substantiating the plan toward enterprises, counties and the other 
territorial-administrative units, is characteristic of the improvement of socioc- 
economic activity as a whole pointed out in Nicolae Ceausescu's Report to the 
National Party Conference. In this way national planning is combined as harmon- 
iously as possible with regional planning, for purposes of making more effective 
use of the conditions created for proportional development of all areas and lo- 
calities and for lessening the essential differences between city and sillage, 
between agricultural and industrial activity, and between physical and intellec- 
tual work. Under these circumstances, promotion of economic-financial self- 
administration and self-management as well as regional seif-supply can help to 
concentrate efforts on the qualitative factors of prodvction and better use of 
all material and manpower resources, 


This involves the information system in every respect and brings out the need of 
harmonizing it with the requirements of the economic-financial mechanism. The 
efforts being made in this direction are noteworthy, but we do not think the in- 
provement of the operating mechaniem of the socioeconomic system by the transi- 
tion to self-management, economic-financial self-administration, and regional 
self-supply, against the background of some sectorial and regional structural- 
organizational improvements, was adequately accompanied by suitable information 
systems to help carry out the basic management functions on every level. While 
the bodies on the national level, for example, have an adequate information sys- 
tem, the counties do not yet have a suitable information system available to 
them that would meet all the requirements and problems and enable them to make 
use of the advantages of self-management, economic-financial self-administration 
and regional self-supply. And as we know the requirements of regional socioceco- 
nomic development reveal the necessity of productive collaboration between the 
central and local organs, because that is the only way the plan can be realisti- 
cally correlated with the resources and possibilities so that the regional plan 
as well as that of each enterprise will be based upon the actual technical and 
manpower potential and upon firm contracts concluded in advance for supply and 
sales of the output according to the criteria and demands of the new quality in 


socioeconomic activity. 
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Tne existence, especially in counties, of an information system inadequate to 
meet the new requirements has been and still is creating difficulties that hold 
up complete solution of the problems of itemizing and contracting for the output, 
application of the best measures for technical-material supply, observance of 
the deadlines in the schedules for cooperation, or starting construction of in- 
vestment capacities on time. 


Realistic substantiation of the plan is essential to application of the new eco- 
nomic-financial mechanism and every enterprise's development. According to the 
law, noteworthy efforts are made to draft the plan according to the possibili- 
ties and actual conditions of the enterprise. Yet some difficulties arise in 
applying the principle of drafting the plan for socioeconomic development begin- 
ning with the basic unit, or from bottom to top. Thus it happens that the harn- 
ful practice still persists whereby one ministry or another, instead of concen- 
trating its efforts on substantiating the plan as realistically as possible, 
sends it to centrals while they in their turn assign it to enterprises, often 
ignoring their actual potentials and productive capacities. These practices are 
largely due to lack of valid information about the extent of use of the produc- 
tion capacities, the way the natural resources are used, the reserves of increa- 
sing labor productivity and lowering costs, and the evolution of the foreign 
market. 


[f the social productivity of workers self-management is to meet the require- 
ments of transition to a new quality, the contribution of the existing informa- 
tion system must be developed to a point where it will provide for the complete 
performance of the functions of the collective organs and the workers general 
assembly. To be sure the volume of information provided by the report and ba- 
lance sheet of the enterprise is useful, but it is general and postoperative in 
nature, and the information cannot be invariably involved in the operational ma- 


nagement of the activity. 


Experience tells us that in applying self-management and economic-financial self- 
adrinistration to the particulars of the productive units and even inside then 
(departments, sections and work places), difficulties are caused by lack of in- 
formation on tne way the activity is conducted, the results ovtained, and the 
causes of deviations, We have in mini, for example, lack of information to de- 
scribe the stages of circulation of the enterprise's resources in their entirety 
and unity (procurement, production and sales). Elimination of such deficiencies 
would do away with the situations where some enterprises produce “for stock," 
that is they produce use values that have no sales assured by contract, which 
means a serious disruption of the economic circulation of the enterprises' re- 
sources with all the resulting bad effects upon profitability and the state's 
net income, upon consumers, and also upon renovation of the products and techno- 
lopies. ®ut with the necessary information the enterprises can analyze the con- 
tribution of each stage of economic circulation, identify the nature of the de- 
fects, and make sound decisions that will accelerate the rotation of the re- 
sources in all three stages (procurement, production and sales). 


As we know the system of indicators of the newly created, net and final effects 
obtained on various levels is important in the application of the economic- 
financial mechanism. 








'n order to determine each enterprise department's contribution to fulfillment 
of the indicators and consequently of the plan, the information system's data 
must be organized to permit the most direct determination of the content of the 
respective indicator in proportion to the dimensions of the actual processes. 


ee stress here the necessity of determining the net and physical outputs not on- 
ly on the enterprise level but also by manufacturing sections and work places, 
that of computing labor productivity in natural units, and that of indicating 
the level of specific consumption and the state of savings in materials by col- 
lectives and individuals, This eliminates the circumstances that can cause the 
net output to give rise to distortions, such as for example obtaining a profita- 
bility that does not reflect more productive work but artificial burdening of 
costs or chanpe of varieties. Moreover each section's and even each work place's 
own effort to create the use values and reise the net income could be evaluated 
objectively. And a complete record according to sections, shops and men can en- 
courage working personnel to make savings in raw materials, materials, fuel and 
energy, thus overcoming the present situation where lack of information impairs 
the efficiency of the efforts made in those areas. Similarly, elimination of 
the losses caused by failure to use the production capacities due to shortages 
of manpower or raw materials or by use of the wrong technologies requires con- 
plete information, especially on the shops, sections and factories, that will 
indicate the causes and bad effects as well as the economic and instructive in- 
plications. All this enables the enterprise managements to make effective de- 
Cisions to eliminate such causes. 


Self-management and self-administration require every economic unit to conduct 
an independent activity and to make at least the planned profits. That is the 
only way to accomplish the purpose of workers' more intensive participation in 
profits. As Nicolae Ceausescu pointed out in his Report to the National Party 
Conference, every worker's income must depend upon production to give him the 
proper incentive to increase profitability and profits. While it is obviously 
necessary to set remuneration carefully and equitably so that everyone, being 
assured of a job and good working conditions, will receive an income in propor- 
tion to what he produces, a suitable information system providing all the data 
on each worker's effort and the corresponding results is particularly important. 


We make this point because at present a mumber of deficiencies in the informati- 
on system are impairing the stimlating effect of the incentive levers. For ex- 
ample, the application of some incentive measures intended to enhance efficiency 
does not have the expected effect because of a system of setting work norms in 
some fields that is not updated according to the technical, organizational and 
social changes that have taken place. This largely explains why the work norms 
and physical production are not fulfilled in some enterprises while the wage 
fund is exceeded. 


Some enterprises are using the incentive system of granting bonuses for savings 
in materials and manpower because there are no scientific norms for some pro- 
ducts and no adequate record is kept of the contribution of every collective and 
worker to conservation of materials, fuel and energy. Moreover the highly ur- 
vent actions included in the special programs approved by the National Party 
Conference for recovery, reconditioning and reuse of materials resulting from 
various production processes should be matched by a suitable information system 

















that will reflect the results obtained and also permit application of the incen- 
tive principles for the results obtained. 


we all realize the importance of securing a regular connection between the re- 
sults obtained at work and the incomes due, or of pranting extra incomes for ov~- 
erfulfillment of the tasks or reducing the remuneration in case of nonfulfillment. 
Yet in some economic units the application of these instruments takes the form 

of an overall reduction by certain percentages of the remuneration of all techni- 
cal, economic and other specialized personnel, largely because of the same lack 
of information reflecting the effort made and the results obtained. 


Better quality of the information largely depends on the process of collecting 
and processing the data, in which use of modern recording and computing equipment 
plays a critical part. There is no question that use of electronic computers tru- 
ly revolutionizes the manarement and organization of production and directly con- 
tributes to high economic effectiveness, But it is equally true that however 
perfected it may be the computer cannot perform miracles, ami it provides exactly 
what it is given to process. For example, the great advantages of preparing, 
scheduling and starting production by computer are only on paper, that is they 
are entirely negated if the elements of realistic substantiation of the plan are 
left out of account, just as the same result is reached if the production process 
is interrupted by disruptions in the regular supply of raw materials and materi- 
als. 


Further development of domestic production of electronic equipment and its intro- 
duction in the economy have created favorable conditions for improving the quali- 
ty of the information and perfecting the information systems used on various le- 
vels. But practical experience shows that electronic computing equipment is not 
invariably used efficiently. In quite a few enterprises avtomatic data proces- 
sing is limited and chiefly used to stockpile financial-accounting data, and 

that does not ensure prampt knowledge of the evolution of the main plan indica- 
tors. Some units interested in using data processing largely confine themselves 
to processing data on management of the materials and products, recording and 
computing wages, etc. instead of designing programs that will provide, for exam- 
ple, for processing the data needed to substantiate and rationalize production 
ami to start and check it. Due to this practice, the economic centrals and en- 
terprises wherein data processing units operate are not provided with quali ta- 
tively superior information to substantiate decisions and manage the whole ac- 
tivity on the levels of the respective structures. This situation is not unlike 
maintaining a traditionalist and routine conception, while some personnel in 

the operational departments of the economic units display the conservative atti- 
tude toward the new, toward computing equipment, and toward automatic data pro- 
cessing. 


We feel that efficient use of electronic computing equipment to secure the in- 
formation needed to manage the socialist units in keeping with the requirements 
of the new mechanism calls for the start of drafting and implementing some de- 
signs for information systems permitting integrated processing of the data on 
which to base some complete economic analyses needed both to manage current ac- 
tivity and to substantiate the decisions on future activity on the levels of 
enterprises and the higher units. 





The work of the collectives or subcollectives for economic-financial analysis 

in the organizational structures of some enterprises and centrals cannot be con- 
sidered efficient unless they have suitable models and methodolories to obtain 
the information needed in management operations. We feel that only the inforrma- 
tion resulting from a process of complete analysis meets the requirements of in- 
tercorrelation of the various indicators and factors (on hierarchic levels) and 
of consideration of all the implications in the act of decision. An adequate 
structure of personnel making economic-financial analyses must be provided for 
in close connection with this. We think the heavy responsibility of this catego- 
ry of personnel should be emphasized, since they use scientific methodologies, 
procedures and methods, benefit by the performances of the electronic computing 
equipment, and are expected to analyze the economic phenomena in enterprises and 
centrals competently, making recommended decisions available to the collective 
management that will permit the most efficient use of the enterprise's entire 
material and manpower potential. 


Moreover improvement of the personnel involved in constructing the information 
system from collecting the data to exploiting the latter is essential to the ef- 
ficiency of data processing. Therefore it is vital to improve the forms of trai- 
ning and improving the personnel working in this field. As for training the 
economic personnel, qualitative changes are also needed in the content of the 
educational process to meet the demands of intensive national economic develop- 
ment, which requires active and revolutionary economic thought. 


The efficiency of the information system can be judged only by the quality of 
the decisions essential to the normal progress of the activity in the respective 
field and consequently by the economic-financial results obtained. This means 
both that the system must supply the management with useful and timely informa- 
tion and that there must be the necessary organizational framework and suitable 
working methods and approach to permit complete use of this information. 


The quality of a decision or option primarily depends on the volume and quality 
of the economic and technical information available to the managers on every or- 
yanizational level. There can be huge stockpiles of information but they serve 
no purpose unless they involve or "guide" economic-financial activity in order 
to obtain a high economic effectiveness. Therefore the methods of collecting 
the information are highly important, and especially the best processing and use 
of it in the general process of directing, regulating and managing economic- 
financial activity and of maintaining the material-value balance in its evoluti- 
on and liquidity in the stages of the economic cycle, as well as in avoiding 
disruptions in the respective unit's relations with others. In this connection, 
the tendency to label economic and technical records, information and data as 
"bureaucracy" that actually serve or can serve knowledge of the economic proces- 
ses, decision-making, and the start of specific actions to improve the economic 
activity is no aid to efficient management. It is especially important to point 
this out because in not a few cases collecting data and obtaining economic in- 
formation are regarded as bureaucratic while the real manifestations of bureau- 


cracy are called "necessary." 


On the strenrth of the National Party Conference's decisions, transition to a 
new quality in all activities calls for a veritable revolution in people's 
thought and action. Jevelopment of data processing and its extension to 























production management are also in this broad social-political equation. The 
best conditions for wide-scale use of data processing in production management 
and in national economic development can be created by militating resolutely 
to overcome the difficulties and to eliminate the attitudes that impair the ef- 
fective application of the new economic mechanisa. 
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ROMANIA 


fhOGRAM TO INCREASE FINAL RECOVERY FACTOR FOR OIL 
Sucharest REVISTA ECONOMICA in Romanian No 9, 4 Mar 83 pp 4-5 


/article by Dr Engr Aurel Carcoana: “The Growth of_the Final Oil-Recovery Factor "; 
passages enclosed in slantlines printed in boldfa 


[text] The importance of petroleum to the world, as a source of energy and as a raw 
material for chemicalization, has risen greatly in the past decade. The energy 
forecasts show a consensus regarding the main trends in this field. First, by the 
end of this century the supply of energy on a world scale will tend to be insuffi- 
cient to permit reasonable economic growth. Second, the massive development of 
sources of nonpetroleum energy will be slower than was foreseen initially. Third, 
the recourse to crude oil will remain indispensable and it will continue to be the 
main source of energy even if, as is estimated, crude oil's percentage will fall to 
39 percent in the year 2000, as compared with 46 percent at present. In return, the 
world production of crude oil will have to rise at least 5O percent in the next 
10-20 years, and that of natural gas will have to double. In consequence, in the 
countries with an advanced oil industry, the annual expenditures for exploration and 
production of crude oil total tens of billions of dollars per year, with the trend 


of growth in them from one year to another. 


In the current international context and that of the necessity of more markedly de- 
veloping the base of energy and raw materials in order to provide conditions favor- 
nble to the continual progress of the national economy, it thus seems natural for 
our country to devote special attention to this problem. in this regard--as was in- 
dicated at the recent national party conference--decisive steps are necessary for 
precisely fulfilling the programs for increasing the production of crude oil and 
gas, to which the promotion of advanced sethods of raising the final factor of re- 
covery of crude oil from deposits gust make a big contribution. 


The Magnitude of the Recovered Resources 


The oil deposits in Romania comprise a wide variety of natural conditions for stor- 
nage of crude oil and different geological and physical-production characteristics. 

The variety of natural characteristics and conditions in which crude oil exists in 

deposits influences the final recovery of it. Thus, the final recovery factors vary 
between 5 percent at the oil deposit from the Miocene in Bors, characterized by un- 
favorable natural conditions, and up to 60 percent at the Ticleni Sarmatian VIII de- 
posit, a deposit with very good conditions for being exploited by means of water in- 


jection, 
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Beginning in 1950, /conventional methods of increasing the recovery/ (by seans of 
water and gas injection) were initiated and were developed further, and in the 
1964-1979 period, a new sethod, /underground combustion/, was tested successfully. 
in consequence, the national average value of the final recovery factor provided 
with the production processes in ths course of application at the oilfields existing 
at the end of 19735 rose to 50.4 percent, as compared with 25 percent at the start of 
the 1950's. The variation with time in the national average final recovery factor 
(FFR) is given in Pigure 1 (along with the results obtained in the United States). 
One sees that the factor values provided are comparable. 
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Figure 1, The Final Recovery Factor as a Function of Time 
Mey: 1. United States 2. Socialist Republic of Romania 3. Time, years 


Along with the special efforts that were made to discover new oil deposits, begin- 
ning in 1974, quite special attention was devoted to the existing fields. in fact, 
at the known deposits, a large quantity of unrecoverable hydrocarbons remains after 
exploitation--on the average, between 65 and 75 percent of the quantities existing 
initially. In order to reduce this remaining quantity, in order to bring more crude 
oil to the surface, the Program for Raising the Final Recovery Factor at the Oil- 
fields in Romania was drawn up in 1975-1974. In this program with a priority char- 
acter there was stipulated, on the basis of a detailed analysis of each field, what 
should be done so that the improvement in conventional methods and the research on, 
experimentation on and development of the application of new technologies would lead 
to the growth of the national average value of the final recovery factor in the com- 


ing years. 


Through exploitation of deposits with the primary and secondary (conventional) pro- 
sesses and the new ones under development, /a rise in the final recovery factor, 
from 30,4 percent (1973) to 32.5 percent at the end of 1982/, has been reached after 
& years of application of the program. To this end, intense action has been taken, 
soth to improve and expand water and gas injection at all the oilfields at which 
these technologies can be applied and to research and test other new ones and, espe- 
cially, to apply thermal methods, which have reached the stage of industrial devel- 


Opment,. 


Nevertheless, the rate of growth of the final recovery factor is still slow and 
costly from a technical and economic viewpoint. Even if, for example, we were to 
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recpond promptly with everything that is necessary so that a sethod say ce brought 
‘to the stage of industrial development and expanded (a supply of apparatus, equip- 
tent and instaliations, a guarantee of chemicals in suitable quantities, specialized 
personnel and so on), this would take at least 10-15 years, with possible insignifi- 
"ant reductions in tise. The isportance and expediency of applying comgpletely and 
on tige the provisions of the priority program for raising the FFR, as well as the 
topicality of its provisions, thus emerge strikingly. 


“famining in Figure 2 the existing situation and the prospects of increasing the re- 
covery of crude oil in Romania, as compared with the published data on the saze in- 
dicator for the United States, one sees that what could be obtained aerits the ef- 
fort made. in fact, the FFR growth provided in the program, from 32.5 percent to 
‘7.5 percent (+5 percent) in a reasonable estizate, up to 42-42.5 percent in an op- 
titum estimate, represents practically, for the latter, /the doubling of the coun- 
try's current recoverable reserves of crude oil/. Of course, the crude oil still 
re@aiming in the deposit--on the average, 58 percent of the initial quantity--will 
represent a permanent target, but one closer to the future generations. 
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‘igure 2. The Balance of the Crude Oil Existing in the Deposits 


sey: %. FFR progras 5. Future FFR target 
2. Plus 5 to 10 percent 6. Total crude oil initially in the 
(7.9 to 11.5 percent) deposits 
*. Crude oil produced 7. Socialist Republic of Romania 
4, Remnining to be extracted (United States) 


A dide Field for expanding the Advanced Methods 


The prograz for raising the final recovery factor provides that the secondary ex- 
loitation of oil deposits is to be done both through the application of water and 

eas injection and through the introduction and expansion of new sethods. Thus, in 

order to increase the area flooded by the injected agent, /a slug of a solution of 

water with polymers/, which is driven further with water, is put in the deposit. 

The method was researched and tested successfully at the (meotian) deposit in 

‘ragaesti and is undergoing industrial expansion. Depending on the annual delivery 
' wome 400 tons of polymer by the chemical industry, in a period of 6 years, it 
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«ill provide for the growth of the final recovery factor to 45 percent at this de- 


Ponte 


shen the slug of agent injected into the deposit consists of carbon dioxide, it has 
the role of a solvent, with an effect of siscible dispersion. For heavy cruce oil, 
the gethod is being applied experimentally at the (meotian) deposit in Sradu, to re- 
juce the viscosity and increase the crude oil's volume factor. At present, there 
are several projects for wiscible dispersion with carbon dioxide (CO2) that are to 
re applied at the Calacea, Satchinez and other Miocene deposits, which are in the 
vic.nity of natural accumulations of gas under pressure, with a high content of C02, 
"a cheszical platforms where it is obtained. 


in the case of viscous and heavy crude oil, in utilizing the thermal »sethods--nase- 
ly, unagerground combustion and steam injection--steam, hot water, flue gases and 
volatile fractions of crude oil with a siscible effect act as dispersing agents. 
These methods are industrially developed in our country at Suplacu de Barcau, 
fosesti, Moreni, Gura Ocnitei and, partially, Balaria, with the final recovery fac- 
tors provided exceeding values of 45-50 percent. 


ifter secondary exploitation, the crude oil remaining in the respective deposits ex- 
ists as a discontinuous phase in the pores or the groups of pores in the area flood- 
ed by the working agent or as a continuous phase in the areas that it has not 
reached. Depending on the way in which the secondary exploitation was done and the 
mature of the injected agent, other combinations of the above-mentioned procedures 
also were researched or are undergoing substantiation and experimentation, with ter- 
tiary exploitation being achieved. Thus, /anderground combustion/ after water in- 
jection was tested successfully at Videle and is under expansion. In addition, 
«nter injection after underground combustion constitutes a sethod of imgproving the 
offect of the combustion at Suplacu de Barcau. 


‘inally, the /injection of micellar solutions/ or surfactants, after washing the de- 
ropit with water, a complex method, but one that must gain greater applicability, is 
n the incipient phase of experimentation on the site, with the promotion of it de- 

cending mainly on overcoming difficulties in procuring the chemicals in the neces- 


cary quantities. 


fart of the oil] deposits in our country do not have characteristics and conditions 
nat would permit expanded application of the methods of raising the final recovery 
factor with favorable results (marked tectonization, low permeability and compact 
zones from which the crude oil does not flow, strata that cannot be correiated, nar- 
row zones of crude oil, big gas-oil and water-oil contact surfaces, high deposit 
temperatures and so on). Even at the deposits considered, from a viewpoint of phys- 
ical character, to be good and very good for applying the methods of raising the 
PPR, operational and technical difficulties arise, especially in the Dacian struc- 
ture (sand flows, old wells with uncemented columns through which the injected 
agents are channeled and so on). For expanding the area of application of steam in- 
section at the deeper deposits the /underground steam generator/ (GAS) is also being 
researched and is undergoing testing. In addition, laboratory tests are being made 
on additional products for steax injection, air injection for combustion or injec- 
tion of chemical additives, which would ircrease the flooding efficiency, preventing 
“analization, ara, in the case of miccllar solutions, would permit the application 
of them to deposite with temperatures higher than C and in the presence of a high 
salt content in the formation water. 
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A continual effort is being sade /to utilize petromining aethods/ for exploiting oil 
Ge;osits up to {00 seters deep without gas and to utilize bituminous sand. In addi- 
tion, it was considered necessary to continue the research for substantiating the 
possibilities of utilizing the activity of bacteria to stigulate the wells and, pos- 
Sibiy, to raise the FFR, with the first results of the experisgents done at the site 


not deing conclusive for the tise being. 


/A »alance sheet for the current stage of application of the new methods of raising 
the final recovery factor shows that 226 of the 366 oil deposits are being subjected 
to conventional, thermal and chemical processes of recovery, and at 25 deposits they 
are going from the experimental phase to the industrial phase of application/. 
soreover, beginning in 1967, all the deposits with favorable characteristics are 
being subjected to processes of advanced recovery. 


‘joser Collaboration Between Customers and Producers 


The effect of applying recovery-raising methods on the production of crude oil ez- 
tracted from deposits sanifests iteelf in time. In the case of applying the chemi- 
al wethods, for instance, they do not result in substantial increases in the flow 

of crude oil from one year to another. This is because most of the deposits at 
which such sethods are to be applied are in an advanced phase of exploitation, a pe- 
riod in which the extraction rates, with or without the application of recovery- 
raising sethods, are 2-" percent, with the tendency being for these rates to fall as 
‘ime passes and the operation grows older. 


The percentage of the production of the deposits at which conventional and new seth- 
ois of raising the FFR are applied, in the country's total production of crude oil, 
6 given in Figure 3, Examining the data in the graph, one sees that the oil pro- 
tuction from the deposits at which conventional recovery-raising sethods are applied 
water or gas injection) is 45.3 percent of the country's total production, as com- 
pared with 48.2 percent in the United States, and that from the deposits at which 
new methods are applied is 5 percent, as compared with 4.6 percent in the United 
~tates, Obviously, the contribution of the new methods to the country's production 
is low for the tige being, but nowhere in the world is it higher, due to the fact 
that the research and experimentation, especially on the chemical sethods, are still 
at the beginning. On the other hand, the possibilities of obtaining production by 
applying the FFR gethods are connected with the sinking of the new wells needed for 
expanding the processes, or for increasing the well density, and, implicitly, with 
the drilling capacity, which is not unlimited, with surface work, installations, ia- 
piements and equipment. At the same time, the problem of providing the chemical 
products in industrial quantities gust be taken into account, considering that quan- 
tities 20-30 tiges greater than for experimentation are needed for a whole deposit 
and that any delay in the experiments at the site gakes doubtful the industrial ex- 
pansion of the methods in the scheduled period. 


eccite the difficulties which are known or which are foreseen at present, the re- 
erves of hydrocarbons existing in the known deposits are large and everything that 
technically possible gust be done so that these reserves aay be recovered in as 
big quantities as possible. And this is because, fros an economic viewpoint, the 
“ost of the crude oi] obtained additionally as a result of applying the sethods of 
raising the final recovery factor is 2 to 4 times higher than in the case of the 
ruje 011 obtained by seans of prigary methods. The energy balance of the new 
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uethods shows that in the gost unfavorable case--namely, that of steam injection-~- 
one-third of the energy value of the extracted crude oil is consumed, with the con- 
sumption being lower for all other sethods. 
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‘igure 3. The lercentage of the Production of the Deposits at Which Conventional 
and New Kethods of Raising the FFR Are Applied, in the Total Production 


of Crude Oil 
ney: 1. Wew aethods 4. Total production 
2. Conventional sethods 5. Socialist Republic of Romania 
3. Primary exploitation (United States) 


The big volume of the investments, especially in the initial phase of applying the 
sethods of raising the final recovery factor, is specific to the activity of ex- 
ploiting the oil deposits and is absolutely necessary, since the crude oil of tomor- 
row must be readied today. And, for the time being, the oil industry constitutes 
the main source of energy for the other industries. But in order to secure tne ful- 
“il.@ent of the provisions in the oil-extraction industry, including the raising of 
the final recovery factor, it is necessary not only to increase the investments in 
this branch but also to gmake up the delays and put the new capacities into operation 
on the stipulated dates and at the stipulated parameters. To this end, /it is nec- 
essary for the participation of the gain hydrocarbon-consuzing branches/ (metallur- 
gy, machine building and chemistry) /to be manifested nore promptly in supplying to 
the ofl industry implements, installations, equipment and chemicals of the best 
quality, at the level of world technology/, in conformity with the targets and the 
importance accorded to these branches. 


ne 
Co0: 2700/157 
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ROMANIA 


| @OBLEMS AFFECTING PROFITABILITY OF AGRICULTURAL UNITS 
Mucharest REVISTA ECONOKICA in Romanian No 9, 4 Mar 8&3 pp 9-10 


[article by I. Alfiri, director in the Ministry of F : “The Growth of the 
Profitability in the State Agricultural Enterprises" 


frexs] One of the basic requiremgents of the economic and financial sechanis=z con- 
‘iets of the balancing of expenses with one's own income and the obtaining of extra 
_ncome, of monetary accumulations that would provide for the self-financing of the 
-roauction activity, the gaterial incentives for the working people and the coverage 
of social expenditures gade at the unit's level, along with the repaysent of the 
funds received from society, as well as the raising of the contribution to forzing 
‘he centralized funds of the state. These problems are highly topical in agricul- 
ture, too, a branch it which it is necessary to obtain a significant rise in the av- 
erage yields ana the gross output, a big reduction in production expenses, and high 
economic efficiency both on the whole and at the level of each socialist unit, at 


tre level of each compune. 


‘he Gajority of the state agricultural enterprises are already listed with positive 
results, obtain high and constant yields and conclude their activity with profits. 
The profits of the state agricultural enterprises in the 1976-1960 5-year period 
roce 24 percent beyond those obtained in the preceding 5-year period, and those in 
the first 2 years of the current 5-year period represent about 50 percent of the 
profite achieved in the 1976-1960 period. The majority of the products are profit- 
able in the state agricultural enterprises as a whole. in 1962, the biggest profits 
in the history of the state agricultural enterprises were obtained for wheat, dar- 
Ley, two-rowed barley, seed corn, sunflowers, fruit and grapes. The financial re- 
cults for these products also reflect the steps taken by the party and state leader- 
ehip in the past 2 years along the line of raising the production prices and award- 
ing progressive bonuses in relation to the quantity of products per hectare fur- 
nished to the state supply. The profitability is lower in anigal production than in 
the vegetable sector. However, there are gany enterprises that utilize through too- 
techny the fodder resources in the vegetable sector and obtain profits for the aa- 
_ority of the sootechnical products. The sinigsuz profitability in some enterprises 
and the lack of profitability in others reflect an unsuitable situation concretized 
in iow yields and high costs, which are determined by a nugsber of causes and which 
are based on the improper feeding of the animals. in 1962, if all the state agri- 
cultural units had obtained financial results on a par with the average ;rofits of 
the profitable units, the national economy would have had additional sonetary accu- 


mulations of ower 4 billion lei. 
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"te expanded plenum of the National Council of Agriculture, the Food Inaustry, Jil- 
yicasture and Water Kanagesent in December 1962 sade an extensive analysis of the 
results obtained by Rogwanian agriculture in the first 2 years of the 5-year reriod 
unt established a nupber of concrete seasures. In state agriculture, ar in the 
“ner sectors, it is necessary to raise the average yields to the level of the sate- 
rial and financial efforts sade by the national econoay, to reduce accordingly the 
‘oats per unit of product and to obtain a certain profit that would provide for 


«lf-financing. 


. c°OZparison with last year's achievements, the average yieids planned for the cur- 
rent year seem high, but they are fully correlated with the material base that each 
state agricultural unit possesses. However, fulfillment of the plan requires suit- 
‘cle organization of production and labor and sensible sannagecent in all the units. 
.t .9 necessary for the directors, the chief engineers and the farm and sector 
“tiefs to assume to a greater extent the responsibility with which they are invest- 
ed--they aust not wait for measures from the county agricultural bodies or from the 
~enter. They determine the use of the technical-material base, the start of the ag- 
ricultural campaigns, all the decisive soments of the production process. The san- 
arensent personnel in the production units sust take steps and gust be responsible to 
‘he general assemblies, to society, for the steps taken and the results obtained. 


m zgootechmical sector must be in the center of the attention of the sanafeuernts of 
‘he enterprises, There are many cases in which fodder plants are grown on the land 
‘hat remains after the placewent of wheat, seed corn and sunflowers--that is, the 
crops that give a commodity output. At the enterprises with a zootechnical specific 
‘maracter, the fodder crops, in our opinion, gust have priority, must be sown around 
‘he farms, around the fodder-storage areas. At these units, it is necessary for the 
watural ana chemical fertilizer to be utilized to fertilize the pastures and the 
;iants raised for fodder at least on a par with the quantities admzinistered to the 
‘rore that give a commodity output. 


al attention gust be devoted to fodder harvesting and storage. it is necessary 
eetabdblish concretely what areas can be harvested by machine and what areas are 
irvested by hand. The higher-ranking agricultural bodies gust take steps so that 
fodder-harvesting devices gay be put in the inventory of the state agricultural 
hierprises in order for the shortcomings to_no longer be “passed” from the iAj 
cetate agricultural csterpriaa? to the SNA [nericul tural mechanization station’ and 
-ioe versa. For the areas that are to be harvested by hand, it is necessary to es- 
tablish the cutting rate per hectare and to give the proper approvals a certain time 
pefore the start of the fodder harvesting. We share the opinion of those who feel 
that the livestock farms, and not the vegetable farms, gust deal with fodder--this 
wrder to limit the responsibility to the unit with a sootechnical gaxeup. 


» selection and raising of young stock constitute an extrewely important probles, 
‘hat is known by all the leaders in sootechny. However, the attainment of this 
jective presur;oses the providing of fodder with priority for pregnant fesales and 
/yang anisals, since the future production depends on the young animals of today. 
‘ortality among young anigals constitutes a double loss: financial losses and the 


om. of future production. 


‘1 the sootechnical sector, a nusber of immediate steps are necessary, including the 
cion of the entire work program regarding the tending of animals, the 
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‘a'.i.tmtion of the personnel, a suitable water supply, anc fea.th anc veterinary 
.gtance on a par with the current requirezents. A weli-cozposed stable proyras 
‘at.tutes a sure guarantee for saintaining the anigais in an exempiary sanner, es- 

ma.y iff wirntertige, 


rder to rezedy the shortcomings that appear in zootechny, the trusts and tne re- 
rective department must exhibit greater concern for providing the necessary quanti- 
0: seea for the oversoving of seadows and for fodcer crops on arable land and 
equitping tris sector with a system of aachines for harvesting fodaer on sloping 
ryund ana with sachines and spare parts for harvesting fodder on flat ground. At 
r gent, the chemical fertilizer is allotted with priority to the trusts that have 
rope that give a commodity output. Due to this fact, the state agricultural enter- 
\oeS am sitiu County, for instance, applied to pastures and adwinisterea to foader 
crops .gal.er yuantities of chemical fertilizer in 1962 than in the preceding years. 
n the iast ” years, the quantities of fertilizer have been declining at these 
nite. The Sig cattle-fattening complezes do not have enourht pastures, and corn- 
yoo and straw are brought from great distances, with very high expenditures of 
y anc iive labor. in gany cases, the allotwents civen are not honored by the 
scame counties, The wheat crop in the counties in the hilly and piedzont area 
view by Some specialists as an unprofitable crop for the vegetable sector, but it 
not taken into account that the bringing of straw from other areas requires aadi- 
tional expenditures in zootechny, greater than the possible lack of efficiency in 
the wheat crop. 


[,e 


ecerves for increasing the production and raising the profitability also exist in 
‘he vevetable sector. There are still gany areas and even enterprises that achieve 
/ields of wheat below 2,500 kg per hectare, corn below 5,000 kg per hectare and sun- 
wers below -,O090 ke per hectare. The areas set up for irrigat.on are not used 
‘roperily. There are units that achieve insignificant increases ‘:. production in 
‘omparison with unirrigated crops. The production costs are high, especially the 
terial ones. ‘.oreover, in the state agricultural enterprises as a whole, the per- 
entage of the aaterial expenditures in the gross output has a high value. Jue to 
the low yields and the high level of expenses in 1967, two crops--soybeans and 
_ce--registered losses in the state agricultural enterprises as a whole. 


~“auses of the shortfails in the vegetable sector are of an internal nature, ones 
rat can be elia.nated with cinisum efforts by the ganagements of enterprises: the 
servance of a certain crop rotation, the devising of technologies specific to the 
icea's @icroclimate, the doing of the planned work on tise and in its entirety, and 
‘© periodic supervision of production expenses. For corn, soybeans, sunflowers, 
‘muit and so on, the biggest losses occur in harvesting. For irrigated crops it is 
i -colutely necessary to ;rovide a sinimsum of chemical fertilizer under any condi- 
TB « 
the game tine, the higher-ranking bodies sust provide for the better organization 
the production of seecs and for the replacesent of them in the periods required 
‘tence. it is necessary for the Ministry of Agriculture and the Food Industry 
‘o concern iteelf gore with the creatiou of corn varieties that would give high 
.e.4e and would have a shorter vegetative stage. The obtaining of a high yieid per 
rectare, but one that cannot be conditioned and preserved, does not constitute an 
‘hievement for the national economy. The ilinesses in the anigal sector are 1180 
uted by the quality of the fodder--that is, goldy corn. 
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hecnanization, especially mechanization of the narvesti of: the ysrocucts, consti- 
‘utes the gwost igportant problem in the vegetatle sector. it is necessary for the 

.cictry of Agriculture and the Food Industry to finalize a systex of cachines good 
‘or a longer period of years and to raise the level of the requirements regaraing 
the quality of the machines, regarding the producing uwachine-building units, since 
many machines in agriculture, although requiring high aaintenance eipernses, cco not 
nave a high output in harvesting, with significant losses being registered. 


‘he nigher party leadership has taken the step that prices varying accoraing *o 
areas are no longer to be given for wheat and rye, corn and sunflowers, an action 
tnat presupposes that the agricultural bodies would provide for the zoning ana re- 
vionm.ization of the crops and varieties so that the yields that are obtained cay 
‘over the expenditures made by the units. 


The fulfillment of the task of making all the enterprises, all the farms and ;roduc- 
'‘.,on sectors and all the crops profitable requires steps on all hierarchical levels 
of agriculture, including the making of changes in the makeup of the units, in the 
mrination of the branches, of the crops and subsidiary anc industria: activities, 
‘mat each unit may have a minimus of profitability provided under any climatic 
naditions. 


rec.al steps gust also be taken in the field of records of production expenses. 

ne profitability is a reflection of the work of the technical personnel, but it 
1iso reflects the way in which the chief economist--the present chief accourtant-- 
seeps track of the expenditure of the funds entrusted to the enterprise and the way 
.n which the sums spent are recovered. The chief economist and, along with hin, the 
‘onomist of the farm oust keep track of the expenses according to component elr- 
onta, from the supplying to the utilization of the production. He does not have 
mnliy the task of recording and reporting; he has the task of periodically raising 
for discussion in the working people's council the workplaces where waste is occur- 
.ng, how much materialized labor or live labor has been consumed additionally, who 

a* fault and what steps must be taken. If the enterprise's management does not 

‘ave the proper steps, he must inform the competent bodies. In order to Know all 
‘his, his work must be done not in the office, but where the production is done anc 


—* 


‘ne money is spent. 


socialist agriculture possesses all the conditions for reaching the high targets 


A 
nant were set by the i2th RCP Congress, including the necessary personnel anc 4 
‘ultable material base, 
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ECONOMIC COOPERATION OF CROATIA, BOSNIA-HERCFGOVINA 
Beigrade PRIVREDNI PREGLED in Serbo-Croatian 11 Mar 83 p 11 
[Article by J. Grubic] 


[Text] Working collectives from Croatia have concluded 
54 self-management agreements with partners in Bosnia- 
Hercegovina. The process of pooling labor and resources 
will be accelerated. Great efforts are made to surmount 
the difficult situation in supplying raw material and 
semifinished materials. 


Inter-republic trade cooperation in this very difficult 
economic period and activity in pooling the parts of the 
resources of the Fund for the underdeveloped regions in 
the joint developmental programs of OURs were the central 
themes of the discussions of the delegations of the 
economic chambers of Croatia and Bosnia-Hercegovina 

which were held recently in Zagreb. 


Considering that the main condition for making the 
production dynamic is the timely supply of reproductive 
and raw materials and energy, the two delegations have 
insisted on the OOURs' strict performance of obligations 


mutually agreed upon. 


jith increased exports, made possible by gocds compensation as a substitu- 
tion for imports wherever that is economically justified, the status of 
both the republics’ trade with the world can be significantly improved. 
fhe review made of the important products and services will contribute to 
this. These are the subject of multi-year transactions of their OURs as 
well as a proposal of measures and actions which is formulated on this 
basis and aims at advancing the flow of mutual goods. The regulation of 
relations in the distribution of the hard currency earned by joint 
exportation will also contribute to this. 


Although the electrical industry of Croatia and Bosnia-Hercegovina has 


mutually cooperated successfully for many years, some unresolved questions 
1lso exist which have occupied the attention of this meeting's participants. 
This concerns the distribution of electrical energy from the total 





production of the two hydroelectric plants in the Trebisnjica River basin. 
lt is also a question of the electroenergy imbalance between the two 
electrical industries because of which the TE Tuzla IV having difficulty 

in supplying consumers in Bosnia-Hercegovina, is decreasing the deliveries 
to Croatia anticipated in the joint agreement on financing the construction 
of this installation, etc. 


Somewhat Better With Coal 


In the area ot oil derivatives, specifically gas, in periods of crisis, 
the mutual increase of sales is sought, but because of a significant 
lecrease in oil imports, neither INA nor Energopetrol has been able to 
perform its obligations according to the Self-Management Agreement, let 
tlone beyond the amounts set by the agreement. The situation with coal is 
somewhat better since the [illegible] associatitn for Croatia proper has 
[illegible] with Bosnian-Hercegovinan coal mines a supplemental payment 
per each ton. 


Manufacturing OURs in Croatia are prepared to make investments under 
conditions acceptable for both sides in order to achieve a lasting solution 
tor the supply of steel and other products of ferrous metallurgy. It has 
been agreed, therefore, that the RMK Zenica define and provide its interested 
partners with a "Yugoslav concept" as soon as possible of the development of 
its own capacities. This would be the proper way to surmount the expressly 
difficult and extremely uncertain course of supplying metal processors in 
general. Of its various forms of cooperation with "Energoinvest", 

sibenik's Industrija Aluminjuma “Boris Kidric” will by the Self-Management 
Agreement on the joint delivery of aluminum oxide, promote the construction 
of a tactory for anode blocks aluminum and other final products in this 
branch. Long-term business connections have been perfected in the chemical 
industry area, but there exists an interest in the further pooling of 
resources for joint developmental plans, for example, "Belisca™ in the 
"Soda-so" combine of Tuzla, and for the joint production of sodium sulfate. 
there is also an initiative for the producers of plastic from Bosnia- 
Hercegovina to pool part of their resources for the completion of DINA 

or Krk. There are also several programs which must be harmonized on the 
interrepublic level, as, for example, popular acids and alcohol, expanding 
polyurethane, etc. 


fhere were also talks on programs for the development of Kardeljevo's 

harbor, on the pooling of resources for the organization of agricultural 
plots in order that Bosnia-Hercegovinan OURs be ensured over the long 

term a determined amount of wheat, flour, corn, edible oil and other food 
stuffs. Disloyal competition between some furniture producres in the foreign 
market was also discussed as well as problems which have arisen in realizing 
theanticipated direction of Rijeka's "Rikard Bencic" in producing compact 
pumps for medium powered engines. 
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»ixteen Programs Await Agreement 


Later in thediscussions it was ascertained that, with the engagement of 
the economic chambers, the OURs from Croatia have concluded 84 self- 
management agreements with partners in Bosnia-Hercegovina, of course, 
mostly on an income basis, really on joint income. This concerns, there- 
tore, 43 joint developmental programs by which around 10,000 new jobs will 
be created and whose total estimated value is around 43 billion dinars. 

In the 6.4 billion dinars of the Croatian producers’ share, the Fund's 
resources make up 86 percent. 


[he problem is that the agreement of the competent organs of Bosnia- 
Hercegovina on individual programs are too long in coming and 16 are still 
not yet registered. The reason for this, as already emphasized, is that 
the overall recalculations of this republic's obligations towards its own 
investments begun earlier, but not completed have not been finished. 
Moreover, difficulties in establishing locations have appeared, because 
individual facilities wish to build in expressly underdeveloped communes 
regardless of resources or other factors relevant to the determination of 
location, Other difficulties are interposed such as neglecting the primary 
phases of development and favoring the processing ones, for which sufficient 
regard is not paid to the present capacities of the manufacturers in 
Croatia and other developed federal units which are really twilt upon the 
raw materials and other primary resources of Bosnia-Hercegovina. 


Nevertheless, it must be expected that after these discussions, the process 
of the self-managed association of labor and resources will be intensified, 
especially because it is expected that more than today, other bearers cf 
social reproduction will be included in this process. In this sense will 
the solution of theopen questions be initiated in the areas of the country's 
productive orientation and of the share of the fund's resources in 
individual projects of a raw material and basic character. This is 
especially related to ferrous and non-ferrous metallurgy, as well as to 

the chemical industry for which the pooling of resources from other sources 
is sought, and not only from part of the fund's resources. This concerns 
measures which would hasten the pooling of the Fund's resources, especially 
in joint programs which will contribute to an increase in exports and a 
decrease in import dependency. Business banks would have to play a more 
significant role in this, especially when it concerns priority programs 

of broad social significance for which it is necessary to assure even 
supplemental qualitative means and to secure discounts for the approval 


of credit. 
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IMPLEMENTATION OF MONETARY-CREDIT POLICY FOR 1983 
Belgrade PRIVREDNI PREGLED in Serbo-Croatian 18 Mar 83 p 5 


[Text] Monetary-credit policy can and must fully 

support economic policy in the implementation of the 
goals of development. In connection with this is the 
restriction of the growth of bank investments anticipated 
for this year, the slowing down of the money supply and 
the reduction of the growth of the primary currency 
issues by 20 billion dinars in relation to last year. 


[here exist in our country various opinions about the place and role of 
monetary-credit policy and its effect upon economic activity, running the 
gamut from those which overrate its impact to those which question whether 
it has any impact at all. Nevertheless, it can be said that the generally 
accepted view is that the amount of money in our country affects economic 
wtivity to a significant degree and that adequate monetary-credit 
regulation represents one of the basic instruments of economic policy. 


(therefore, when monetary-credit regulation is in question, one has to keep 

in mind the securing of such a movement of themoney supply and ocher monetary 
categories which is consistent with the goals of economic policy, especially 
with the goals regarding the activity of industry, prices, imports and 
exports. Therefore, monetary-credit policy must be considered within the 
tramework of the entire economic policy, which gives a different meanin,y 

to its role in relation to isolated considerations. In this sense, one 

can also talk about the support which monetary-credit policy can and must 
extend to economic policy in the implementation of basic developmental 


goals. 
Restricting the Growth of Investments 


Starting from such a position, the assembly of the SFRJ and the Federal 
Executive committee in their decisions on monetary-credit policy, have 
established the basic tasks in the area of monetary-credit regulation, 
which stresses stronger support for the implementation of the economic 
stabilization program, to which end provisions have been made for several 
more hard-hitting measures. These include, among others measures 

designed to curb the growth of bank deposit placements, make it more 
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difficult to secure loans for unwarranted inventory buildups, siow down 
the growth of the money supply, and scale down the growth of primary 
urrency issues by 20 billion dinars in comparison with 1962 issues. In 
srder to make sure that monetary-credit policy is consistently enforced 
in its stabilization-support role, it has been provided that the total 
net domestic assets of all banks cannot exceed 11.7 percent in 1983, and 
this includes an increase in total bank deposit placements limited to 
13.4 percent. The obligation of restriction is not related to investments 
for the development of underdeveloped republics and regions, including 
also credit from supplemental and specific resources for the faster 
development of Kosovo and investment for the reconstruction of areas 
damaged by earthquakes. 


[he National Bank of Yugoslavia is obliged to strengthen by its decision 
the dynamics and structure of the growth of investment during the year, 
in harmony with the seasonal needs of the economy and those of exports, 
taking into account that the anticipated growth rate is not overstepped 
at the end of the year. Therefore, it must be taken into account that 
priority in investment policy must be given to exports, the production of 
reserves both of basic agricultural and food products, the creation of 
the necessary material reserves and the production of energy and other 
raw and reproductive materials which substitute for imports. 


fhe significant news in relation to the previous year is the obligation of 
hanks to not increase investment credit over the amount reached at the end 
otf 1982. This obligation is not related to the construction of energy 
installations for domestic energy sources of installations in the areas of 
primary agricultural production and of installations for the production of 
raw materials which are substituted for imports. It is also not related 
to credit for railroad modernization, to credit from the Federal fund for 
the Faster Development of Economically Underdeveloped Republics and Regions, 
including as well credit from supplementary and specific resources for 
Kosovo, credit for the reconstruction of areas damaged by earthquakes and 
credit which banks give to citizens on the basis of the definitive sale 

of hard currency. It is anticipated, moreover, that banks cannot grant 
investment credits to consumers who have taken care of obligations 
concerning credit given earlier. This also concerns consumers who, in 

the total working capital do not provide participation from their own 
resources in a percentage establisited by specific regulations. 


In carrying out the policy of bank investments, credit restrictions for 
individual purposes will not be exempt from the obligation as in earlier 
years. However, various levels for individual types of investment, in 
harmony with the policy of priorities, can be established preventing the 


financing of unjustified reserves. 


A special measure, which the Federal Executive Committee, in harmony with 
the resolution, has anticipated, is to make impossible the utilization of 
eredit including also the primary currency issues, the organization of 
issociated labor which for speculative reasons keep certain products in 
reserve, yet at the same time these products are not for sale in the 





united Yugoslav market. In order to prevent this phenomenon from appearing, 
very precise and effective measures are anticipated which will be initiated 
by the Federal Secretariat for Market and General Economic Affairs and the 
National Bank. 


Besides this, if the buying up of basic agricultural and food products is 
not performed in harmony with the conditions established in the agreements 
about the organized purchase of these products, it is anticipated that 

the market inspection, besides submitting reports to the competent 
authorities, will inform the national banks of the republics and regions 
which are obliged to cease the further financing of these products and 

to oblige the commercial banks to also do that as well as collecting the 
credit already given to these organizations. 


Also, in 1983, the growth rate of the money supply will be somewhat lower 
than the nominal growth of the social product in order to strengthen the 
effect of monetary-credit policy upon the implementation of the program 
stabilization. Such a policy of money supply activity has also been 
carried out in our country in the previous 4 years as is seen from the 
following growth rates. 


Year Social Money 
Product Supply 
1979 29 18 
1980 33 20 
1981 41 22 
1982 32 26 


[he continuation of a restrictive monetary-credit policy is necessary to 
tacilitate the balancing of the goods-money funds which were affected 

by inflation. However, it must be kept in mind that a restrictive credit 
policy can yield the expected results only if the basic supposition of 
economic activities (consumption in all its basic forms, production, 
exportation and prices) are implemented upon which the formulation of the 
basic quantitative tasks of credit policy is founded. In so much as it 
does not come to this, the effectiveness of the measures of monetary-credit 
policy will be perceptibly lessened which practice has shown in the last 


several years. 
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DISCUSSION OF WORK STOPPAGCES IN CROATIA 
Zagreb DANAS in Serbo-Croatian 15 Mar 83 pp 12-13 


[Article by Drago Loncar: “The Other Side of the Work Stoppages: Why the 
Economic Situation Has Not Been Causing More Strikes" |] 


|Text] Strikes, or work stoppages as we call them, are not a phenomenon which 
in any way characterizes our working class nor society as a whole. Even the 
very number of work stoppages confirms that this form of struggle by the work- 
ing class for its rights occurs only in extremely specific cases. Last year 
in SR |Socialist Republic] Croatia, for example, there were 65 work stoppages 
in which 4,673 workers participated. An average of 72 workers were involved 
in each stoppage, and in all 395 [middle digit unclear] working hours were 
lost because of stoppages. This means that only | out of every 300 workers 
was compelled to use the work stoppage to win his rights. 


fet since work stoppages do occur, the phenomenon deserves attention, espe- 
cially on the part of trade union and party organizations, since it is clear 
that in this type of reaction the worker is bypassing all the regular forms at 
his disposal for exercising his rights in self-management. A great many anal- 
yses and conclusions have already been written about work stoppages, and most 
»*f them agree on what their basic causes are. According to the demands of the 
participants in «hve stoppages and the methods of conducting them, they are as 
a rule aimed agsiver the technocratic and bureaucratic forces and types of be- 
havior, against usurpation of the workers’ rights in self-management, and they 
advocate the development and strengthening of self-management. Work stoppages 
are thereby somehow also a form of class struggle of the workers to realize 
their immediate interests, and they occur where the workers are unable to 
soive their problems through regular self-management channels. We dare not 
after all make a negative assessment of every work stoppage. Certainly work 
stoppages are not and ought not to become a regular weapon of the workers in 
fighting for their rights. 


Growth and Decline 


Recently the Presidium of the Council of the Federation of Croatian Trace 
Unions debated work stoppages and adopted stands and conclusions on what the 
basic trade union organization does in organizations of associated labor dur- 
ing 4 stoppage and after a stoppage and what the trade union should do to 
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prevent the stoppage from occurring at all. In the last - vears, we were told 
by Zvonimir Hrabar, member of the Presidium of the “ouncil of the Federation 
tf Croatian Trade Unions [VSSH], the number of work stoppages has risen 
lightly, but the underlying and proximate causes oi the stoppages have re- 
mained the same. These are problems in the distribution of personal incomes, 
discounts for annual vacations, dissatisfaction with output quotas (adopted 
without the workers’ consent), the lack of information, and so on. It should 
be emphasized that not a single stoppage has been political in nature, nor has 
any been aimed against the system, but, on the contrary, stoppages occur pre- 
cisely because the system is not being implemented. 


Analyses also show that trade union organizations and organizations of the 
League of Communists where work stoppages have occurred are regularly passive. 
An interesting case was the work stoppage in the "Vujanovac"™ work organization 
in Vujanovac, where 32 workers, 6 of them members of the League of Communists, 
did not re,ort for work because they were dissatisfied with the director's 
veto on a decision of the workers’ council #vcluating the week's performance. 
the party organization of that collective cc emmed the action of the workers 
ind the workers’ council, and the six members of the League of Communists, who 
ilso did not report for work, were expelled. 


fet the main reasons for the stoppages cannot be reduced to problems in dis- 
tribution of personal incomes, discounts or housing. There are also those 
deeper reasons which allowed themselves to be detected in a recent work stop- 
page in the Zagreb textile work organization "Pobjeda." In the first months 
ot this vear personal incomes in the textile industry amounted to about 11,000 
dinars, while petroleum industry workers, for example, had average earnings of 
ibout 19,000 dinars. Those 11,000 dinars of the average personal income of 
the textile worker included personal incomes of the supervisory structures of 
the textile industry, and it is a fact that all textile organizations of asso- 
iated labor are not earning the same income. It is wel! known that many tex- 
tile workers, even in the cities, are receiving a smaller monthly income than 
the proclaimed lowest personal income of 8,000 dinars. In “Pobjeda" the work 
stoppage was not aimed solely against the professional management in the col- 
lective, though it is indicative that the director of that work organization 
was off on a business trip during the work stoppage. What did the textile 
workers of "“Pobjeda" demand? First of all, higher personal incomes, indeed an 
increase of 40 percent for those with the lowest earnings, as well as higher 
personal incomes, in a much smaller percentage to be sure, for all other cate- 
gories of workers, even those with junior postsecondary specialize? training. 


Cuonsc iousness 


This demand in a wav reflects the demands of the entire textile industry. 

Many work stoppages in the past also had those deeper causes that actually lie 
in the unsatisfactory economic situation in certain economic groupings and ac- 
tivities and specific organizations of associated labor. 


The present economic situation, in which the results from the conduct of eco- 
nomic activity are poor, ought by its logic to favor an increase of work stop- 
pages, but since the figures belie that causal relation, it is obvious, and 








this is m rhetoric, that the workers are conscious of the full serious- 
ess of the + mic situation and of all the efforts which society is making 
itry out ne policy of economic stabilization. After all, less is earned, 
‘“e standard of living is dropping, materials are lacking for production, sup- 
lv is poor, yet there are fewer work stoppages, which clearly means that the 
eve! of political consciousness of the working class is on a high level, 
“nile on the other hand the workers involved in a majority of the stoppages 


that do occur have both grounds and occasion for them. 


\mong the other causes of the current stoppages there is the underdevelopment 
tf the relations of self-management and the antiself-management outlook and 
»sehavior in organizations of associated labor and in the broader social commu- 
mitv. These causes lie in the fact that the relations of self-management and 
socioeconomic relations have not been built up among basic organizations of 
issociated labor [OOUR], between work communities and OOUR's, and especially 
in the realization of income by sharing in joint revenues and joint income. 
ind then in the fact that many organizations either lack completely or have 
inappropriate bases and scales for distribution of funds for personal incomes 
vccording to work and the results of work, in the formalistic performance of 
the bodies of self-management, in the underdeveloped delegate system, in the 
poor supply of information, and so on. 


what effort must be made by the trade organization and certainly by the party 
irganization within the organization of associated labor so that a stoppage 
foes not occur, that is, and what must they do during and after the stoppage? 


\ Series of Moves 


ehat are already the customary and well-known tasks of sociopolitical organi- 
cations within associated labor and their performance are the best guarantee 
that stoppages will not occur. But how about when a stoppage does after al! 
cour’ Certainly the trade union organization must not stand aloof from the 
participants in the work stoppage; activists must be organizers of talks and 
igreements, which is usually what the workers who have stopped work demand. 
\fter termination of the work stoppage, the sociopolitical organizations must 
insist on adherence to the agreements reached during the stoppage, and then 
must correct those deeper causes of the work stoppage and resolve the ques- 
tions of responsibility for the occurrence of the work stoppage. If social 
norms of behavior have been violated during the stoppage, there is good reason 
for those individuals to be called to account for their actions. But if there 
were no hostile slogans and actions, there must be no tendentious search for 
someone to blame for the stoppage and punishment of the initiators. The cut- 
ting edge of the criticism and accountability must be aimed primarily toward 
those responsible for the causes of the stoppage rather than toward those who 
participated in it. After all, in most work stoppages the workers themselves 
idopted decisions in worker caucuses to make up the working time lost during 


the work stoppage. 


The wav in which the Committee for Nationwide Defense and Social Protection in 
ne work organization in Djurdjevac behaved toward workers who stopped work is 
intolerable. The committee divided the workers into those who were honorable 
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and those who were not according to whether they participated in the stoppage, 
ilthough such a division would have made sense only if it divided the work 
force of that organization into those who had contributed to the situation 
that led to the strike and those who had not. But that kind of division cer- 
tainly is not the same as the other one, based on participation in the stop- 


page. 


work Stoppages in SR Croatia 





indicator 1979 1980 1981 1982 
Number of stoppages 31 50 70 65 
Number of participants 7,014 4,408 4,019 4,673 
Number of participants in the average 

stoppage 255 88 57 72 
Length of the average work stoppage, hours 8.5 7 5.8 6 
Forecasts 


As a means of “getting justice” the work stoppage has not been envisaged ei- 
ther in laws or in the constitution, and it is clear that no stoppage is an 
act consistent with self-management. Even in the Law on Associated Labor it 
is referred to as a breach of work discipline. Does this mean that the 13,500 
workers who participated in work stoppages in Yugoslavia last year and the 
first 3 months of this year should be classified as a dishonorable segment of 
the working class which has taken a hostile position? The very fact that as a 
rule the stoppages have ended quickly, sometimes amounting only to a half-hour 
talk with the professional managers in the collective, and that the very next 
Saturday or Sunday the lost worktime was made up, sufficiently indicates that 
our worker looks upon the work stoppage as a necessary evil, but the most im- 
portant thing to him is to call attention to his difficult material position 
and status in self-management in certain workplaces. 


it does not pay to predict how many workers will in future resort to work stop- 
pages in order to express their dissatisfaction. But the trade union people 
call attention to the fact that today many decisions affecting the worker's 
immediate material interests are made without prior notification or consent of 
the workers or the trade union as the workers’ class organization. It is well 
known that the trade union learned about the price rise for meat from the news 
media, and even the most recent price rise on certain products directly affect- 
ing the workers’ standard of living (electricity and coal) went through with 

no more than prior notification sent to the Council of the Federation of Yugo- 


slav Trade Unions. 


in this difficult economic situation every decision made in haste by the pro- 
fessional managers in organizations of associated labor, all the way to those 
decisions made outside associated labor, but directly affecting the workers, 
may be at least the pretext for work stoppages, if nothing more than that. 
Lower personal incomes or a higher price of meat may equally cause resentment 
on the part of the workers today, after the standard of living has dropped for 
} years, and they may express it in stoppage of the machines, if the worker 
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has not in advance given his consent to those decisions in an agreement or dis- 
cussion. Involvement of the workers in resolving all the problems and in mak- 
ing all the decisions is the best way to reduce the number of work stoppages, 
which certainly is in the interest of the workers as well as in the interest 

of society as a whole. 
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